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C, POWELL MORGAN, sworn. 
BY NR. BAIRD: 
1 Q. Mr. Morgan, were you an officer or 


Trans Commercial Acceptance Limited? 


A. I was not. 


2 Q. Were you a director or shareholder of 


the company? 


A. I was not. 

3 Q. Did you have any active role in the 
management of Trans Commercial Acceptance Limited? 
A. I did not. 

4 Q. Did you getermine the nature of loans 
o- investments made by Trans Commercial Acceptanca 
Limited? 

| Ae No. I approved tne advances to Trans 
Commercial to Mr. Wolfrey. 

5 Q. To Nr. Wolfrey? 
A. Through Mr. Wolfrey who was Commodore 
Sales Acceptance in the normal course of business. 

6 Q. What was yOur position with Commodore 
Sales Acceptance? 
A. I was the company Presijent. 

7 Q. Did you ave any dJealinss with, or 
on behalf of Trans Commercial Acceptance Liaited 
other than yOur capacity as President of 
Coamodore Sales Acceptance Linitsd? | 
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A. I did not. 

Q. Trans Commercial Acceptance Limited 
was incorporated in December of 1963. Do you 
Know the purpose of incorporati:g the company? 
A. Yes. Mr. Tramiel, the President of 
Commodore Business Machines approached me andj 
complained as in my capacity of President of 
Commodore Sales Acceptance that the rate or 
interest Commodove was charging his companies. 
I told him -- he mentioned tae fact they were 
thinking of going into the finance business 
themselves. I said, “Well, if you incorporate 
a finance company and Commodore re-discounts it 
could be, through this finance company, we will 
be able to give you a better rate of interest," 
and that rate of interest was established at 
that time at 33%. 

Q. What was the Original rate of interest 
for the loans to Commodore Business Machines an3 


the other companies? 


A. They ranged from 10 to 12%, 

Q. What other companies are you referring 
to? 

A, What other companies? 

Q. You said Mr. Tramiel was concerned 


over the rate Of interest being charged by 
Commodore Sales Acceptance Limited to Commodore 
Business Machines and his other companies? 


A. And the companies that he was interested 
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in which would be, at that particular time, I 

believe it was Analogue Controls and I couldn't 

give you all the companies -- Associated Canadian 

Holdings Limited and any of tne companies that he 

had an interest in. I don't know what companies 

Trans Commercial did business with. I have never 
seen 2 list of their customers. 

12 Q. Why was Commodore Sales Acceptance 
Limited prepared to reduce the interest rate? 

A. Because it would be a re-discounted 
loan. In other words, there would be two -- 

in Other words, Trans Commercial Acceptance 

made a general assignment of their book debts 

to Commodore Sales Acceptance and by re-discount- 
ing loans to that Acceptance Company, it is 

quite normal in the ordinary course of the 
finance business to give a better rate on 
re-dJiscounts than it is on direct loans. 

13 Q. Mr. Tramiel at page 5 of his examination 
question number 10 was asked, "What was the 
purpose for incorporating Trans Commercial." 

His answer -- "This company was also incorporated 
by instruction of Mr. Morgan to finance Commodore 
Business Machines and to change the borrowing 
from the Commodore Sales Acceptance to Trans 
Commercial." Is that true, Mr. Morgan? 

A. No, it is just the reverse. It was 


his idea and I concurred in it. He indicated 


to me at the time he was going to seek borrowings 
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elsewhore at what was considered by him a more 
favourable rate. 

14 Q. Do you know at what rate of Ln erest 
Trans Commercial Acceptance Limited was loaning 
moneys to Commodore Business Machines? 

A. I do not know but I presume it was 
in excess of 34%. 

15 Q. Do yo. know 17 Tran: Commercial was 
loaning money to Commodore Business Machines at 
the same rate of interest thit it was paying to 
Commodore Sales Acceptance? 

A, I do not know that. 

16 Q. Did Commodore Sales Acceptance issue 
cheques directly to Commodore Business Machines, 
or were the cheques issued to Trans Commercial 
Acceptance Limited? 

A. I am not aware of any cheques made 
directly to Commodore unless they were given 


by direction to Mr. Wolfrey. All of the trans- 


actions with regard to Trans Commercial were 
all made through Mr. Wolfrey. I didn't make 


any of them. 


17 Q. Mr. Wolfrey handled the mechanics of 
the loan? 
A. Mr. Wolfrey handled all of the mechanics 
of it, yes. 

18 Q. Did you have any control over the actual 


keeping of the books of account of Trans Gommerci 


Acceptance? 
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A. No, I had no control over the pooks nor 
have I ever seen them. 

Q. Were you involved in the decision 
concerning the hiring of an employee to keep the 


books of account of Trans Commercial Acceptance? 


A. Who was this employee? 
Q. Mr. Draper. 
A. I knew Mr. Draper. I had nothing to 


do with his hiving. 
Q. Mr. Tramiel, at page 9 of his examination, 
question number 31 states: 

"We advised Mr. Morgan" -- this is part 
of his answer. I will read the entire question 
for you, Mr. Morgan. This question involves the 
employment of Mr. Draper -- 

"Why would his employment cease from 

June 30th 1964 to some time before the 


present? 


A, I don't know the exact dates but 


I know he was as I and Mr. Kapp did not 
have the time to actually operate those 
particular companies, we had to hire a 
man which would operate and do the books 
properly, and everything else, and this 
gentleman was hired to do this job and 
the exact date when he was hired, I woul 
not know. We advised Mr. Morgan we had 
such a@ man and did he want us to hire him, 


this would be Mr. Draper. We told him 
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who the man is and he agreed and he 
was hired." 
Is that trua, Mr. Morgan? 
A. No, I was told that Mr. Draper was 
considered for the job and was asked whether 
or not I felt he was competent to do the work 
anj I told Mr. Tramiel I felt he was. 

2e Q. From your knowledge of Mr. Draper, did 
he have authority to make entries in the books of 
account of Trans Commercial on his own initiative, 
Or would he only make entries on the instructions 
of Messrs. Kapp and Tramiel? 

A. I couldn't answer that question but I | 
think Mr. Wolfrey might be able to. 

23 Q. Is Mr. Draper the type of person who 
is solely a bookkeeper, or is he the type of 
capable of having additional authority? 
A. I think very highly of Mr. Draper's | 


ability. JI think he is a good man. 


oh Q. Did Mr. Draper work for Commogore 


Sales Acceptance Limited? 
A. I am not certain whether he worked for 


us. 


~--Off the record discussion. 


THE DEPONENT: Mr. Wolfrey had full 


power to hire outside help when he was short of 


staff on a daily basis but he was never actually 
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On what I would classify as Commodore Sales 
Acceptance payroll. In other words, he was 


never On our Oakville payroll. 


BY MR. BAIRD: 


25 Q. Mr. Tramiel, at page 17 of his examina- 


1 


tion, question 68, was asked, 
"Tn general, who directed the affairs of | 
Trans Commercial?" His answer - 
"Mr. Morgan." Question 69 - 
"Who made the decision as to the 
investments of Trans Commercial? 
A. Mr. Morgan." 
Is this true, Mr. Morgan? 
Ae: This is not true. Mr. Tramiel directed 
th2 whole organization of Trans Commercial 
Acceptance and all the investments on his own 
and I had nothing to do with them. The only 
thing I ever did for Trans Commercial was make 
sure if they needed money, if they had the 
necessary finance receivables, I approved it | 
through Mr. Wolfrey. 
26 Q. How did you determine whether Trans 
Commercial had the necessary finance receivables 
pefore a loan was authorized? 
A. This was discussed with Mr. Tramiel 
as to what the transaction was from time to 


time and if, in my opinion, I felt it was 


term nareenenetesneee memnetene ewan 
ah een ae acl eecotiaeineiad ia Rt cates aa eae, tee 


satisfactory, I approved the advance to Trans 


27 
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Commercial. In view of the fact we had a 
general assignment of their book debts, I felt 
this was adequate security. 

Q. Who suggested transactions involving 
Trans Commercial Acceptence Limited? Were they 
initiated by yoursel?, or by someone else? 

A. In view of the Zact I don't know what 
transactions you are referring to, I can't give 
yOu a proper answer. If you give me the trans- 
action, I will remember it. 

C. Generally, Mr. Tramiel on his 
examination, at page 130 has stated 


" _-any dealings where Mr. Morgan has 


recommended any one of those transactions, 


I did not counter or object to him 
because I felt that I did not want to 
disturb my relations with him because of 
the position what I held in Commodore 
Business Machines." 

In effect, Mr. Tramiel has said whatever you 

suggested, a transaction involving Trans Commerci 

Acceptance Limited, he agreed to it. Is that 

correct? 

A. “Well, that is a very broad statement 

put I would say that generally speaking the 

investment transactions with Trans Commercial, 

af they were discussed by Mr. Tramiel with me, 

I gave my approval to Mr. Wolfrey to advance 


the funds. 
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29 Q -The books and records indicate that 
Mv. Tramiel resigned as an officer and director 
oc Trans Commercial Acceptance on September 14th, 
1964. Did you have any dealings with Mr. 
Tramiel subsequent to the date in respect to 
the affairs of Trans Commercial Acceptance 
Limited? 
A, I can't tell you whether Commodore 
did but I would presume they did because I 
think they were a current customer and as far 
as Mr. Tramiel resignins is concerned, that is 
my firstknowledge of that fact. Who took 


his place? 


30 Q. Mr. Kapp took his place on October Lith, 
1964? 
A, Tais I was not aware. 

31 Q. When yOu were dealing with Trans 


Commercial Acceptance Limited, did you have all 
your dealings with Mr. Tramiel, or some dealings 


with Mr. Tramiel, and some with Mr. Kapp? 


A. I had some dealings with Mr. Tramiel, 


and some dealings with Mr. Kapp. 


---Off the record discussion. 


BY MR, BAIRD: 

32 Q. What was the reason for the incorporatio 
and carrying on of business of Trans Commercial 
Acceptance? 


A, Trans Commercial Acceptance, in my 


33 
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Opinion, was set up deliberately by Mr. Tramiel 
so that he could reduce tiie cost of borrowing 


to his various companies. and this includes any 


of the companies within his orbit because he felt, 


in view of the fact that the senior company, 
Commodore Business Machines (Canada) Limited was 
now firmly financed, he should be getting a rate 
much less than what we were charging him through 
Commodore Sales, he came to me with the threat 
that he was going to go in the finance business 
himself if I didn't see my way clear to reducing 
the rate we were charging to his company at that 
particular time, and in view of the ?act that 

I considered his business desirable and a very 
lucrative one from Atlantic's point of view, 

I went along with the reduction in rate to 324 
provided Mr. Tramiel would give Atlantic, 
through Commodore Sales Acceptance, a general 
assignment of its book debts and I so advised 
Mr, Wolfrey to transfer the business that Mr. 
Tramiel wanted to through Trans Commercial and 
reduce the rate. I believe the rate reduction 
took place the first January, 1964. 

Q. Mr. Morgan, we were advised by Mr. Kapp 
on his examination concerning the affairs of 
Trans Commercial Acceptance Limited tnat Trans 
Commercial Acceptance Limited loaned money to 
Commodore Business Machines with interest at 


the rate of 12% per annum, so it appears to 


34 
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me that tie incorporation of Trans Commercial 
Acceptance did not realize any benefits to 


Commodore Business Machines? 


A. Definitely. 
Q. Is that correct? 
A, This business of Trans Commercial gave 


a benefit to the shareholders of Trans Commercial 
o- which I was not one. 

Q. At this time, you were an officer of 
Commodore Business Machines. Why were you 
prepared, as an officer of Commodore Business 
Machines, to allow Trans Commercial Acceptance 

to make this prefit? Why did you not insist 

that all the profit be retained by the Atlantic 
Acceptance Corporation Company, or Commodore 
Sales Acceptance Linited? 


A. Well, I was not aware they were charging 


it out until this morning that they were charging | 
12%. I was under the opinion that they were ! 
charged maybe perhaps 9%, a mark-up of half a | 
point. Is this so, they were charged 12¢? 
Q. Mr. Morgan, page 16 of Mr. Kapp's 
examination, question 78, 
"What was the rate of interest?" 
This question refers to interest on loans by 
Trans Commercial to Pearlsound. His answer was 
"10%, whatever rate was charged. I 
think it was 128." 


| 
| 
| 
| 
| 
: 


As At that particular time I don't have 
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the date you are referring to, was Fearlsoaund a 


subsidiary of N.G.K. Investments or was it 


wholly owned by Evermac? 


37 Q. This was in the spring 0° 19¢5? 
A, It would be owned by Commodor: Business 
Machines, 

38 Q. At this time Pearlsound was Owned by 


Commodore Business Machines? 

A, The vate of interest we charged to 
Pearlsound by Trans Commercial was not discussed | 
with me. The rate would be set by Mi. Kapp. 

39 Q. And as an officer and director of 
Commodo:< Business Machines, you were not 
concerned with the rate being charged to 
Commodo:‘e Business Machines or its subsidiaries 


by Trans Commercial Acceptance Limited? 


A. June 1965 I was not an officer or | 
director. 
ho Q. This rate of interest was charged in 


a period prior to that time? 
A. The amount of interest which was charged 
or the amount -- I will put it this way -- the 
amount Of interest paid by Commodore Business 
Machines was never discussed at the director's 
level. 
A Q. At question 79 - 
"Have you calculated the interest 
owing by Commodore Business Machines 
(Canada) Limited to Trans Commercial 
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for the month of June 1965? 
A. Yes." Question 30 -- 
"Can you tell me the amouns of that 
interest? 
A, Yes, the amount of interest due 
by Commodore to Trans Commercial for 
June was $307.27 calculated on the pasis 
of $934,626 at 12% on a daily basis for 
19 Jays." 
It appears from those answers that Commodove 
Business Machines was paying Trans Commercial 
interest at the rate of 12% pei annum. As an 
officer of Commodore Business Machines, were 
you aware Of the fact that Commodore Business 
Machines (Canada) Limited was paying interest 
at the rate of 12% per annum to Trans Commercial 
Acceptance Limited? 
A. No. As a director of the company, 


the amount of interest that was paid by the 


company was never discussed at the Board level 
and any arrangements with regard to the interest 
paid by the cOmpany were made by either Mr. 
Tramiel or Mr. Kapp together, or separately, 

and any Of the interest payment to Trans 
Commercial were definitely agresd upon between 
themselves and Trans Commercial -- or in other 
words, they asked themselves what rate of interes 
they would pay to Trans Commercial. 


Further to that, I would suggest that 
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you check with othe: members of t e& Board Of 
Commodore and find out what interest rates they 
are paying now to the other factor who is taking 
Commodore's place and I will venture to say that 
the directors Jo not know at this point of time, 
in November 1965, what rate of interest Commodore 
Business Machines 1s paying to this factor. It 
was all arranged by Mr. Tramiel and Mr. Kapp. 
Q. Why were the directors of Commodore 
Business Machines prepared to let Mr. Tramiel 
have a free hand in making arrangements with 
his own company concerning borrowing? 
A, He never indicated to the Berd that 
he was making arrangements. It was never 


discussed and the rate or interest was never 


made a concern, I guess, Of the Board. 
Q. Did you, as officer of Commodore 
Sales Acceptance, aware of the fact that you 


were loaning money to Trans Commercial and Trans 


Commercial was, in turn, loaning money to 
Commodore Business Machines? 

A. I thought that the rate of interest 
that Commodore Business Machines were paying 
to Trans Commercial was approximately 9%. I 
was not aware that Trans Commercial was being 
paid 12%. 

Q. What would the justification be for 
any difference in the rate of interest between 


what Trans Commercial was paying Commodore Sales 


Pe TEN MIA Bye te = 16 


Ler let Vs btn 
fersigns, 


Aceuptania Limites and t.2 vate of Snterest L 
W48 charging to Commosore Business Machines 
(Cunnda) Limits? 

A. If Commodore nad vozrowed money directly 
from Commodore Sales Acceptance, tae rate would 
iaye been at this time, 10%, so I did nov 
cOncern mygelf put presumed trat Mr. Tramiel 


would not chirge any more than what ne nad been 


peying directly +0 Commodo-:. 
---Off the record discuscion. 


BY MR. BAIRD: 

4S Q. I questioned Mr. Kapp concerning a 
transaction involving Baronet Associates Inc. : 
The books of Trans Commercial Acceptance indicate 
that on June 22nd, 1965 the balance owing by 
Commodore Business Machines to Trans Commercial | 
was veduced by $34,295.28. This transaction 
involved Trans Commercial Acceptance Limited | 
agreeing to accept the accounts receivable from 
Baronet Associates Inc. and crediting this 
amount against the indebtedness of Commodore 
Business Machines (Canada) Limited to Trans 
Commercial Acceptance Limited. Did you authoriz 
this transaction? 
A. Who is the receivable from? 

h6 Q The receivable is from Baronet Associat 


Inc. Baronet Associates Inc. originally owed 


PETER W. MCHUGH MORGAL! 17 


SPECIAL EXAMINER 
TORONTO 


a J pats 
Commodo-ca Businoss Machines $3/,295-25. Then 


an entry way recorded in the books o> account 
0° Trans Commercial whereby the indebtedness 
of Baronet to Commodore Business Mac.ines was 
transferved to Trans Commercial and credited 
to the loan indebtedness of Commodore Business 


Machines to Trans Commercial? 


A, Credit balance in Baronet was transferrep 


out and given credit against debit balance in 
Trans Commercial? | 
Q. The effect of te transaction, Mr. | 
Morgan, was that Trans Commercial received an 
account receivable from Baronet Asscciates Inc. 
and in turn credited the loan owing to it by 
Commodore Business Machines with the amount 

of the account receivable of Baronet Associates 
Inc. This is recorded on the books of account 

of Trans Commercial Acceptance Limited on June 
22nd, 1965. This is after a Receiver was 
appointed of the affairs of Atlantic Acceptance 
Corporation Limited. Did you authorize this 
transaction? 

A. I did not. I was unaware of that 
transaction until now, 

Q. Mr. Kapp has stated during his examina- 
tion that he assumed that the transaction was 
authorized by Mr. Morgan. Is that true? 

A. No, that is not true. I haventt 


geen Mr. Kapp since early in June. 
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hg Q. Do you kno if anybody on your behalf 


authorized th.s transaction to take place? 


A. Ho one on my behalf authorized this 
transaction. 
30 Q. Mr. Morgan, I asked Mr. Kapp on page 


35 Of his examination who appointed Solomon & 
Singer, solicitors for Trans Commercial Acceptance. 
His answer was -=- 

"I presume Mr. Morgan appointed then.” 
Is that true? 
A. Ho. In view of the fact I had nothing 


to do with the incorporation of Trans Commercial 


Acceptance, the choice of the solicitors of | 
Solomon & Singer was definitely in Mr. Tramiel's 
orbit. 


51 Q. Further, Mr. Morgan, at page 41 of 


Mr. Kapp's examinatZon, he was asked at question | 
450 :.= "Did anyone else besides Mr. Morgan | 
arrange transactions on behalf of Trans ne 
His answer was -- | 
"Basically, no, not that I know of." 
Is that true? 
A. I did not arrange any transactions on 
behalf of Trans Commercial. All I did was to 
provide funds for Mr. Tramiel through Mr. 
Wolfrey for the everyday business of Trang 
Commercial. 
52 Q. Was every loan made by Trans Commercial 
approved by you? 
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53 a. Mr. Kapp, on page 57 of his examination 


at question 271 was asked concernin; a loan 
involving Jay Man Distribuors, 
"who approved the loan?" 
His answer was, 
"As I explained to you before, all 
tuose givferent loans have been 
approved by Mr. Morgan." | 
A. I was unaware or any loan made to | 
Jay Man ang as “ar as me approving the loan of | 
Jay Man, I did not approe it. 
54 Q. Do you know i> Mr. Wolfrey approved it 
On behal? of Commodore Sales Acceptance Limited? ! 
A. Mr. Wolrrey would not approve any | 


loan from Trans Commercial. All he would do 


is ask me to allow him to loan adgditional funds 


to Trans Commercial. | 
55 Q. Mr. Morgan, I would like to show you 

the financial statement of Trans Commercial | 

Acceptance Limited as of December 31st, 1964 

and enter this as Exhintt 1 in this examination. 

Did you approve this financial statement? 


A. I did not. 


_.-EXHIBIT NO. 1: Financial Statement of Trans Commercial 
Acceptance Limited as of December jist, 


1964. 
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53 Oy Mi. Kapp, on page 57 or his examination 


at question 2/1 was asked concernin;; a loan 
involving Jay Man Distribuors, 
"Who approved the Loan?" 
His answer was, 
"As I explained to you before, all 
those different loans have been 
approved by Mr. Morgan." 
A. I was unaware of any loan made to 
Jay Man and as far as me approving the loan of 


Jay Man, I did not approe it. 


54 Q. Do you know if Mr. Wolfrey approved it 
On behalr of Commodore Sales Acceptance Limited? 
A. Mr. Wolrrey would not approve any | 
loan from Trans Commercial. All he would do 
is ask me to ailow him to loan additional funds 
to Trans Commercial. 
55 Q. Mr. Morgan, I would like to show you 
the financial statement of Trans Commercial 
Acceptance Limited as of December 31st, 1964 
and enter this as Exhidt 1 in this examination. 
Did you approve this financial statement? 


A. I did not. 


_-EXHTBIT NO, 1: Financial Statement of Trans Commercial 
~ Acceptance Limited as of December 31st, 


1964. 
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BY MR. BAIRD: 
56 Q. My. Kapp at page 65 of his examination 
at question 303 was asked "Who was it agroved by? 
This question refers to the statement which I 
nave presented to you. His answer, 
"Apparently approved by Mr. Morgan and — 
again the signatures which appear and 
they were only carried on in the sane 
light as outlined before." 
My understanding of this answer of Mr. Kapp's ; 
is that this statement, the financial statement, 
was approved by you. Is that true? 
A, I have never seen this financial 
statement until now. ! 
ore Q. Was it not necessary, as President of 
Commodore Sales Acceptance Limited, to obtain 


financing information concerning Trans Commercial 


Acceptance Limited and would you not have asked 
for the financial statement of the company? | 
A. I should have asked for it but I did dot 
Did you notice this has a lot of German words on 
it? 

58 Q. For the purpose of the record, I 
understand this financial statement presented 
to you was a phdostatic copy of a financial 
statement taken from the annual financial report 
of the Hugo Oppenheimbank in Berlin and this is 
the reason for the German notations on the pages. 


Mr. Morgan, I would like to show you 
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Qo Eehibit Number 2, a statcmont which has been 
talan Cvom the (Lleo of Commodore Sales Acceptance 
Limited which phows -- 1¢ 1s headed Trans 
Commercial Acceptance Limited accounts and 
loans receivable as of October 31st, 1964. Have 
you seen this statement? 
A. I would gather this was prepared by 
Mr. .olfrey's oi'fice and I would think in the 
Ordinary course of business, I would have seen 


Lt. 


--~KEXHIBIT NO. 2: Statement taken from the files of 
Commodore Sales Acceptance Limited or 
accounts and loans receivable dated 
October 31st, 1964. 


BY MR. BAIRD: 

59 Q. You hwe previously stated you did not 
authorize a loan by Trans Commercial Acceptance 
Limited to Jay Man Distributors Inc. This 
statement shows there is a loan on the books of 
Trans Commercial Acceptance Limited to Jay Man 
Distributors Inc. of $137,000.00. Did you become 
aware of this loan subsequent to its being 
arranged? 
A. My previous statement was I had made 
arrangements through Mr. Wolfrey to provide 
Trans Commercial with the necessary money to 
carry on their business under their general 


assignment Of book debts. It was his responsibility 
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that the individ:al accounts, to ascertain the i 
various amounts to whicn those funds were | 
dinbursed. I did not individually approve the 
loans to those separate companies. They were 
approved by the principals of Trans Commercial, 
either Mr. Jack Tramiel, or Mr. Manfred Kapp. 
60 Q. Yas it possible that after the 
Original loan by Trans Commerchl to the otner 
cOmpany, Oo» to another company was the arrange- 
ment by Mr. Kapp or Mr. Tramiel that Commodore 
Sdes Acceptance vo.ld lean Trans Commercial 
sufficient funds to meet their commitments 
under their transaction. 
A. Iv I understand you correctly this is | 
no doubt the case that Trans Commercial, if they 
were in funds, made the loans as they came up | 
and then at the end of the month, if they had 
other requirements for funds, Mr. Wolfrey would, 
with my approval, make advances to Trans Commercial 
because it was out practice to charge Trans | 
Commercial On an average daily balance outstandi 
of 83% and it would of course be in their interest 
to keeping this inter-company or not inter- 
company but this balance between Commodore and 
Trans Commercial at the lowest possible limit 
on a daily basis. You see, they were collecting 
money from their customers and loaning money 
when it was required to their customers, and 


when they ran short Of moneys, they would borrow 
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it from Commodore. 

Q. As I understand you, Mr. Morgan, you 
said the practice was if 1t needed money to 
make a loan to the customer, they would come 
to Commodore Sales Acceptance Limited and 
request additional loans? 

A. That is exactly true. 

Q. And as long as they received money 

in from their customers, they would pay off 
their loan to Commodore Sales Acceptance, in 
general? 

A, | In general, they would either pay 

off Commodore loan or would make further loan 
on their own behalf. 

Q. The books of account of Trans Commercial 
Acceptance indicate that the dividend was paid 
by Trans Commercial Acceptance Limited in 
December of 1964 to Associated Canadian Holdings 
Limited. Those records of Trans Commercial 
Acceptance Limited indicate the total of 


$53,475.00 was paid by way of dividends. Did 


you-~-= 
A. When? 
Q. In December 1964. The financial 


statement shows this. 
A. It shows One charged to capital surplus 
and one shown on the 24th. The question, Mr. 


Baird? 


Q Did you request that Trans Commercial 


A22agtins2e pay tals jivije-J? 
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"Dig you authorize payment or tne 


dengs at the request of Mr. aan 


A Tant is untrus 
oe c. Did 70: Know any reason why Trans 


Comnerciel would nave paid the dividend at that 


A: No, I can't answer the question. I 


would like to ask Mr. Gardener a question. 
| weeOff the vecord discussion. 


BY MR. BAIRD: 

68 Q. Do you know any reason why Trans 
Commercial would have paid the dividend at 
that time? 

A. The only reason I know Trans Commercial 
would have paid a dividend to Associated 
Canadian Holdings was that Mr. Kapp and Mr. 
Tramiel and their families owned approximately 
75@ of Associated Canadian Holdings. 

69 Q. Mr, Morgan, Mr. Kapp at page 69 
of his examination at question 315 stated 
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"Brrective control of Associated 
Canadian Holdings was in the hands of 
Mr. Morgan." 


Is that correct? 


A. Nothing 1s truer -- nothing 45 further 
from the trath. Mr. Kapp and Mr. Tramiel and 
their families controlled 75% of Associated 
Canadian Holdings. 
Q. Mr. Pomerant asked Mr. Kapp 

"Would it be correct that dividends from 

the Morgan companies would be given 

from Morgan companies to Morgan companies?" 
Mr. Kapp answered 


"Was." 


Is that true? 


A. This is absolutely untrue. 
Q. Then I asked, I continued on in question 
316, "Who arranged for the payment of 
dividends? 
A. Mr. Morgan would have arranged 


for the payment on the availability of 
the money." 
Ay I did not arrange for the payment of 
the money. In the ordinary course of business, 
it is possible that Mr. Tramiel or Mr. Kapp 
may have borrowed money from Mr. Wolfrey from 
Commodore Sales ‘cceptance with my approval. 
Q. Were you aware Of the fact that money 


was to be used by Trans Commercial to pay a 
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dividend to Associated Canadian Holdings Limited? 
A, I did not know anything of the 
declaration of the dividend by Trans Commercial 
and did not make available, knowingly, funds 

for this purpose. 

Q. Who owned the remaining 25% of 
Associated Canadian Holdings Limited? 

A. Mr. Wagman, my wife and myself. 


Q. What portion of the shares of 


Associated Canadian Holdings Limited did you 


and your wife own? 


A. How many are outstanding? 

Q. I don't Icnow? 

A. I think between us, we might have 
owned -- between Mrs. Morgan and myself, we 


might have owned somewhere between ten and 
thirteen per cent. 

Q. The books of account of Trans Commercial 
indicate that Associated Canadian Holdings 
Limited repaid $149,000.00 to Trans Commercial 
in December of 1964. Were you aware of that, 


Mr. Morgan? 


A. Associated paid Trans Commercial? 
Q. Yes. This is a repayment of loan. 
A. I did not have any control over the 


records of either company and was not familiar 
with any inter-compeny payment. 
Q. On page 47 of Mr. Tramiel's examination, 


I asked him at question 188 
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"T understand you are President oF 
Assoolated Canadian Holdings? 

A. Yes, but I was not dealing in the 
day by day business of Agsoclated 
Canadian Holdings either. 

Q. Who was? 


A, Mr. C.P. Morgan." 


“who handled the loans and investments 
on behalf or A.C.H.? 


A. Mr. C.P. Morgan." 


At question 191 


‘who authorized the repayment of this 
loan to Trans Commercial, the loan of 
$149, 000. 00? 

A. I &in't. 

Q. Do you know who authorized it? 

A, I don't recollect who authorized 
it, but I would like to say again, the 
day by day business and moneys borrowed 


and loaned was done by Mr. Morgan." 


Is that true, Mr. Morgan? 


A. 


Well, I was a shareholder of Associated 


Canadian Holdings and as such Mr. Tramiel 


discussed a great deal of transactions of 


Associated with me. As far as operating the 


company on a day to day basis, this isn't 50. 


I tried to keep myself informed as to what 


went on in Asseoiated Ganadian Holdings but 


| 
| 
| 
| 
| 
| 
| 
| 
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in view of the fact that I was not a director 
or officer of the company but a shareholder it 
wos very difficult. 
e Q. Mr. Tramiel, at page 49 of his examina- 
ti.0on stated 
"Tr Associated Canadian Holdings had 
a surplus of money, Mr. Morgan would 
make sure it goes to companies that 
need the money and if Trans Commercial 
at tha! time was in need, he would advise 
to transfer the moneys to Trans Commercial." 
Is that true, Mr. Morgan? 
A. This is in essence true. My practise 


was, if any place that I could see where money 


was sitting that belongs to Commodore, or any 
of the companies that I had anything to do 
with, then I would certainly see the money 
was paid and in view of the fact that this 


particular transaction you stated previously that 


Trans Commercial was charging 12% on the loan, 
I would think it would be normal good practise 
to pay the loan up. 

Bo Qa: You mean that if there was money owing 
to a company which Commodore Sales Acceptance 
Limited had loaned money to, you would insist 
that another company repay its indebtedness so 
that the company that was indebted to Commodore 
Sales Acceptance Limited would be able to repay 


4ts loan. Is that correct? 


SPeclAL Exauaca MORGAN 29 

TORONTO 
A. In other words, I would like to keep 
the recelyablos and the borrowings of Commodore 
Sales Acceptance turning as close to, or as 
rapidly as possibly naturally. 

SL Q. What right did you have to arrange for 
this to be done in respect of tne money which 


was tho property of Assoclated Canadian Holdings | 


Limited? | 
A. I had no right. All I say is I discussed 
it with Tramiel and he, being the President of 
Associated, he would see tnat it was paid back. | 
82 Q. I questions Mr. Tramiel concerning the 
formation of Associated Canadian Holdings Limited 
and at page 50 of his examination, question 198, 
in his answer to the question, Mr. Tramiel sais 
"Associated Canadian Holdings was a 
company which was formed again under 
Mr. Morgan's instructions. That was a 


time when Mr. Morgan had all the 


Commodore shares. ! 
Q. You are talking about Commodore 
Business Machines? 

A. Commodore Business Machines! share 
as cOllateral for loans made by his 
cOmpanies to Commodore Business Machines 
Q. Were those shares held by Mr. 
Morgan personally, or by his company? 

A. By Mr. Morgan personally." 


What were the circumstances surrounding the 


B4 
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formation of Associaved Canadian Holdings 
Linited? 

A. Associated Canadian Holdings was 
formed after discussion with Mr. Tramiel and, 
at his insistence, so that the control of 
Commodore Business Machines which was growing 
by leaps and bounds, should stay within the 
orbit of Messrs. Tramiel, Kapp, and myself, 
and Wagman, and our families. It was formed 
at Mr. Tramiel's suggestion, not mine. 

Q. Why would the formation of Associated 
Canadian Holdings have this effect? 


A. Well, it would put all of the shares 


in the hands Or an investment company and the 
cOmpanies we put togethe: in the intial 

instance, On tne basis we weren't sure we wanted 
to carry On, but we felt we could get along 
together, and as such, and having a great deal 
of -- shall we say confidence -- in the success 
of Commodore, we felt this investment company 
would be the best way tomintain our interest. 
There was a loophole left in the formation of 
the company at least, the putting in of the 
shares -- that they could be bought back if it 
didn't work out. 

Q. I don't understand why this would 

give you more control over the company's affairs 
over the affairs of Commodore Business Machines 


(Canada) Limited? 
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A. It 3i3n't give me acy wore concrol orer 
St. It gare Mr. Tramiel control orer t= waole 
thins. He was the Presisen> 07 Associatsd 
Canadian Hol3ings. He aad iis “amlly ovze3 T= 
of the company. Be contrallsJ Commodore Basincss 
Machines (Canada) Limiced. I 3135": i was 
putting mysel? i: his hande antizely [or s5e 


simple reesor thet I was 2 micority ssarenaljer. 


Ss Q. Tas affect of tn transaction was 2=a% 
yo: last your rights 2z & minority Enercnaljer 
of Commo3o-= Basicass Machines 227 yor oniy 
hes rishts as minority sasrenalje> co? issocizied 
Canadiar Boldinse Lirt.27? 

A. The: is eeacily risks. 

56 Q. So tins etfect of the trameaction youl? 
appear to weaker yOrr positioc tc Sogmodere 
Business Machines? 

| 4 It 313 Sefintiely ta: 
87 Q. gy would yor b= arcpared to seakes 


your position? 
7 As far as I was comsereed, I rested 
Mr, Tremiel completely ani I felt, ty putting it 
in his hands where be is locking after It te pay 
the operations, that ay bast iaterest coal be 
served from a persenel paiat ef view te teks 
an investaent ia tae levertecet conpesy. 

88 a. Mr. Tremiel, thre.gheut Mie suumtaatiow, 
nen indicated that certain stares ar © 
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Acceptance as additional security for loans made 
to Commodore Businese Nachines by Commodore 
Sales Acceptance Liaited but that they wer 
Placed in your name personally? 
A. This you will have to clarify because 
I have been searching my memory and I cannot 
recall where any shares were so placed. 

39 Q. Did you at any time hold all the shares 
of Commodore Businzss Machines (Canada) Limited? 


A. Never, That isn't a legal corporation. 


90 Q. Secondly, did Commodore Sales Acceptance 


I 
' 


Limited, or any of t.e Atlantic companies, then, 
receive shares of Commodore Business Machines 
(Canada) Limited as collateral for loans made | 
to Commodgo:e Busi:.ess Machines? | 
A. It would be impossible for Commodore | 
Sales Acceptance Limited to receive shares of 


| 
| 


loans on their Own shares. It is quite possible 
} 


Commodore Business Machines for collateral, 


I can't recall, but perhaps early in our dealings 
with Mr. Tramiel's company, that he or Mr. Kapp 
might have placed shares belonging to the other 
as cOllateral to Our loms. We are dealing with 
a perLod that goes back to 1959 approximately 
and I wouldn't like to state baldly that at some 
time in the early days, we did not have them. 

91 Q. Were those shares endorsed to you 

personally, or were they endorsed in favour 


of Commodore Sales Acceptance Limited? 
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A. I never -- I don't remember ever having 


any shares in my name for tne benefit of Commodor 
Sales Acceptance. I don't remember this trans- 
action but it is possible early on, it mignt 
have been done. 
92 Q. On page 52, I asked Mr. Tramiel at 
question 201 
"What happened to the shares? Did you 
keep the shares, or did you give the 
shares to Mr. Morgan? 
A. Mr, Morgan kept the shares". 
Question 205, 


1 
| 


"You signed those papers and personally 


gave the shares to Mr. Morgan ? 
A. Yes, when A.C.H. was formed, Mr. 
Morgan's recommendation was---" 
then he stopped. 
A. Mr. Tramiel, to my knowledge never gave 
me one share Of stock that I did not have to pay 
for. 
92 Q. Did Mr. Kapp ever transfer to you any 
shares Of Commodore Business Machines which you 
did not have to pay for? 
A. No. 
94 Q. Did anyone else ever transfer any 
shares Of Commodore Business Machines (Canada) 
Limited to you which you did not have to pay 
for? 


A. No. 
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sense. This way, we will keep control 
of tho company. Mr. Kapp at that 
particular moment, who was my partner 
from the beginning, did not want to do 
this. It took me two days to Jo this 
because I was concerned by not doing 
so Commodore Business Machines might 
be in difficultly of not receiving loans 
from the companies that Mr. Morgan 
represents, so I said, “If Mr. Morgan 
wants, let's do it," and we did this." 


Is that true, Mr. Morsan? 
2 oo 


A. Part of it is true. 
Q. Which part of 1t 4s true? 
A. In other words, Mr. Kapp did object 


to going into the Sormation of Associated 
Canadian Holdings for reasons that are best 
known to himself. I went into the arrangement 
with Associated Canadian Holdings because I 
trusted Mr. Tramiel implicitly ang I put all 
my wife and myself, and recommended to Harry 
Wagman he put his stock into the company and 
the formation of Associated Canadian Holdings 
was entered into and in just direct opposite 
to what Mr. Tramiel has said there, this 
corporation, Associated Canadian Holdings 
gave him all of the power of all the shares 
which are allteld because he controlled not 


only the Presidency Of the company but alse 


Serrs » Isl ge : ; ot 
Peo ee MORGAN = 30 
2ontrolles the Bocrd of Directors. Tf. eac't gee 
where he is Joins anything for me in the 


Sommation of the holding company. I real that 


everythin-= was being done for him. 

97 q. When you transferred your shares that 
yOu owned of Commodore Business Machines to 
Associates Canadian Holdings, did you, in turn, 


ceive as payment Tor those shares; shares or 


Associaced Canadian Holdinss Limited? 


a 


Both Mrs. Morgan and myself received 
preferred and common shares or Assoclated 


Canadian Holdings. 


93 Q. Did you ever act on behalf of Associated 
Canadian Holdinss Linited in transactions entered 
into by it? 

a Yes, I did. 

99 Q. What was the nature of the transaction 
which you entered into? 

A. I entered into some of the purchases 
and sales of the stock. I also was instrumental 
in Associated taking Over some of the loans, 

at least making some of the loans to Arcan 
Corporation and was instrumental in persuading 
Mr, Tramiel in going into the purchase of the 
Five Wheels stock. 

100 Q. I would like to deal with the transaction 

tnvelving the stock of Five Wheels Limited. 

Mr. Morgan, I understand that the German Bank 


pougnt-- I am referring to the Hugo Oppenheimbank, 


* 
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Berlin -- common shares of Commodore Business 
Machines Limited from Five Wheels Limited for 
$509,000.00. I understand this involved 
100,000, common shares of Commodore Business 
Machines. On the next Jay, the German Bank 
sold the shares to Trans Commezcial Acceptance 
Linited for $650,000.00 and Five Wheels Limited 
loaned Trans Commercial Acceptance $275,900.00 
to allow them to complete the transaction. Can 
you explain to me the reason for the transaction 
and why Trans Commercial did not purchase 
snares divectly from Five Wheels Limited for 
$500,000.00 rather than purchasing shares from 
the Berlin Bank for $650,000.00? 
A. First, I obtained an option which 
expired, I think the 30th November, from 
Mr. Schulman's company to acquire 100,000 shares 


of Commodore Business Machines for $5.00. 


Q. When you say "I" to whom are you 
referring? 
A. Me personally. This option I gave to 


Mr. Tramiel because he had always objecigito the 
fact that Five Wheels held such a large block 
of Commodore stock and this represented, in 

his opinion, a threat at some future date to 
his retention of the Presidency of Commodore 
Business Machines. 


Q. Were you an Officer or director of 
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A. Iwas. I was the Chairman of the Board. 
The price of the stock at the time the option 
was obtained was $5.00 a share, a 30 day option. 
Five Wheels were in need of funds and this was 
a good deal from their point of view, and it 
was discussed at the Board meeting of Five Wheels 
103 Qe How much money did Five Wheels need? 

A. They needed as much as they could get, 

I believe something in the neighbourhood of 
$300,000.00, for their Bahama investment. They 


wanted to buy some extra cars for leasing in the 


Bahamas and their subsidiary company down there. 


104 Q. But, Mr. Morgan, Five Wheels loaned 
$500,000.00 to Trans Commercial? 
A. I know. I am trying ke give you the 
intricacy of this transaction. I had to start 
back perhaps to where you asked me because I 
wanted to bring you chronologically as to where 
the stock came from. I gave the option to 
Mr. Tramiel and the next thing I heard, and 
pelieve me, he did not discuss transactions with 
me that the German Bank had acquired the stock, 
or the option, and it paid the $500,000.00 for 
4t although the actual transaction has not yet 
peen consummated. It was Only an option. 

105 Q. Did you just assign it to him? 
A. I gave it to him for the reason he had 
peen complaining bitterly from the time when I 


was instrumental in going into the Five Wheels 
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Limited deal, he did not want those snares in 


the hands of Mr. Schulman, so he takes tne 


Optlon---~ 

106 Q. Was this an option anyone could 
exercise? 
A. Yes. In other words, it was an 


assignable option so I give it to him and next 
thing I know, the German Bank has the 100, 000 
shares, or the rights to the 100,000 shares in 
their possession. I heard subsequently that 

the German Bank had sold those shares to their 
subsidiary coxpany here in Canada for a mark up 
of $150,000.00. Why this was done, I can only 
guess that the reason was to create a profit in 
the books of the German Bank for the year ending 
December 31st, 1964 which was legitimate, becaus 
in the meantime, the stock had gone up to 
$650,000.00 and that created it and this was orf 
their books at the end of December. 

Now those 100,000 shares, or the option 
therefor, is in the Canadian company's investmen 
account, They did not have enough money to 
pay $650,000.00 to the German Bank so they 
arranged with Five Wheels people to get partial 
payment and to take back a loan from Five Wheels 
put who was it to, the $275,000.00? 

107 Q. Te Trans Commercial? 
A. To Trans Commercial putting up part 


of the shares in question as collateral security 
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for the loan and entering into an agreement with 


ive Wheels to do this, so that meant that the 
Luvestment on tue Canadian company's book was 
carrled at $650,000.00 less the liability they 
had to pay some time in 1965 to Five Wheels. 

108 Q. Jay would Five Wheels Limited agree 
tO loan $275,000.00 to Trans Commercial? 


A. Well, it was my understanding ov it 


they were getting a rate of interest of some 


4g, 
109 Q. That ig correct. 
A. It was just as if they had put the 


money into snort term money certificates of 
I.A.C. or Trader's Finance. Mr. Tramiel was 
attempting to get into the short term money 
market and Aurora had a lower rate of interest 
for Trans Commercial. 

110 Q. But this is not a short term loan. 
The first $75,000.00 was due and payable on 
April 30th, 1965 and the remainder of $200,000. 
was due and payable September 30th, 1965. My 
understanding is it would not classify as a 


shew term loan. 


A. Anything within a year is a short term 
loan. 
UL Q Could Five Wheels have invested the 


money at a higher rate Of interest elsewhere? 
A. This I imagine they could have. I 


don't Know the exact situation in the money 
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warket at that time. 

lle G. Did you authorize, or were you involved 
in agreeing with Five Wheels Limiied should 
enter into this transaction? 
A. All I did was turn the transaction and 


the finalization of tne transaction over bo 


ily. Tramiel and Mr. Schulman. They finalized 


113 Q. “dere you involved in the agreement 
whereby Five Wheels Limited would loan $275, 000. 09 
to Trans Conme:cial? 


ee I dontt think I was at the Board of 


Directors meeting when this was done. I can't--- 
114 Q. Did you arrange for this to be done 
even if you were not at the directors meeting? 
A. I did not, no. 
115 Q. Mr. Tramiel has stated at page 129 
of his examination that the transaction which 
we previously referred to, or in dealing with 
the transaction we previously referred to, 
that it was done solely on the instructions of 
Mr. Morgan. At question 486, 
"Was this transaction done solely on 
the instructions of Mr. Morgan? 
A. The instructions solely of Mr. 
Morgan but I was involved in it. 
Q. Why didn't you object -- it 
appears from the transaction that Trans 


Commercial suffered a loss of $150,000.00? 
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A. Beca.ise to me, all the companies 
belon;ed to the same man, firat of all, 
he wants to put it into the next 


company." 


Is that true? 


A. 


ments with regard to the wheeling around of tne 


stock was done by Mr. Tramiel. 


Q. 


Bank agreed to pledge certain snares it owned in 
support of the loan made to Trans Commercial 
Acceptance Limited by Five Wheels Limited. Were 


you involved in that decision by the German Bank 


This is not true. All of the arrange= 


a 


As part of this transaction, the German 


to pledge its shares with Five Wheels Limited? 


A. 


IT had nothing to do with the German 


Bank, never have had in any of its investments. 


Q. 


I questioned Mr. Tramiel at Page 135 


of his examination at question 507, 


"I am concerned with why the bank would 

pay this to help out the company in 

Canada? 

A, To help out the customer they 

sOld it to. The plan was that Trans 

Commercial should be sold too. I think 

it was sold on thelr -- subject to 

Hugo Oppenheim (Canada) Limited which, 

in the long run they would own anyway. 
MR. POMERANT: Who made this plan? 
THE DEPONENT: Everything was done 
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with c.P." 


Question 503 


"When you refer to C.P.; to whom do 

you refer? 

A, c.P. Morgan. 

Q. Were you involved in the decision 


of the Berlin Bank to pledge its shares 
in support of Trans Commercial Acceptange 
loan? 

A, I would like to say again, Mr. 
Morgan did not speak to the bank broker 


I would like to say again, I spoke for 


hin. 
Q: What instrictions did Mr. Morgan 
tell you? 


A. fo try to make the deal, 1 
would like to say again, to make this 
deal with Five Wheels and to give 
whatever security was possible to make 
the deal." 
Is that true? 
A. I don't understand the mechanics of 
what he is attempting to pass on to you but the 
arrangement -- and I presume you are asking the 
arrangenent with Five Wheels on the balance of 
the purchase price? 
118 Q That is correct. 
A. This arrangement was made between Mr. 
Tramiel and Mr. Schulman and their attorneys, wb 
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lt had nothLlog whatsoever to do with me. 

119 Q. How did Five Wheels Limited obtain 
100,000 shares of Commodore Bu.iness Machines? 
A, The transaction was that Associated 
Canadian Holdings -- that Associated Canadian 
Holdings sold 100,000 shares of Commodore Business 
Machi ies common stock to Five Wheels for 
$500,000.00, concurrently subscribed for 
100,000 shares of Treasury stocks of Five Wheels 
at $7.50 a share. Those shares were subsequently 
split into two for one so that Associated 


Canadian Holdings owns 200,000 shares of Five 


120 Q. Was this majority control of Five 
Wheels Linited? 
A. No. There were 400,000 shares out- 
standing. I am going to use the term new shares 
because they were split. There were 400,000 
new shaves Outstanding and the issuance of 
200,000 to Associated meant that they had 
approximately 33-1/3% interest at that time. 
121 Q. Had Associated Canadian Holdings 
previously Owned any shares of Five Wheels 
Limited prior to this transaction? 
A. No, this was the first. 
122 Q. On page 36, I questioned Mr. Kapp 
eoncerning the purchase from the German Bank 
py Trans Commercial of the 100,000 shares of 


Commodore Business Machines. I asked hin, 
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"Are you aware of this transactlon? 
sible it was all arranged 


A. It is pos 
at the same time as far as I know. 


Q. Dig you negotiate tne transaction? 
A. Ko. 
Q Di3 Mr. Morgan negotiates this 
transaction? 
A. As far as I know." 
Then, as I ungerstani you to say, Mr. Morgan, 
you did not nesotiate the transaction involving | 
the German Bank ang the Trans Commercial 
Acceptance buts you only nesotiated the trans- 


action 


Q 


oncernin- the sale to Five Wheels Limites 
of the 500,C00 shares for $5.00 a share? | 
A. No, I lost you. 

123 Q. You only started the transaction, as 
I understand you to say, Mr. Morsan? 
A. Yes. 

12h Q. You transferred the option for the 
100,000 shares at $5.00 a share to Mr. Tramiel | 
and after the fact had nothing further to do 
with the transaction. Is that right? 
A. That is exactly right. 

125 Q. Mr. Kapp has stated on page 37 of 
his examination that he signed documents on 
behalf of Trans Commercial at the direction 
of Mr. Morgan. Is that true? 
A. This is not true. At least, as far 


as I am concerned he got no instructions with 
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126 Q. Mr, Morgan, I would like to deal with 
One further question invoiving Associated 
Canadian Holdings. The books of account of 
Trans Commercial Acceptance Limited indicate 
On September 10th, 1964 Associated Canadian 
Holdin-s purchased 10,000 shares of Trans 
Commercial for $100,000.00 and 14,997 common 
shares fo» $14,997.00, the minute book of 
Trans Commercial? 

A. Issued 10,000 preference shares and 


15,000 common shares? 


127 Q. Yes. The minute book indicates 10,000 
preference shares and 14,997 common shares were 
subscribed for by Associated Canadian Holdings 
Limited on September 10th 1964, and the 
subscription shares were signed by Mr. Tramiel 
and Mr. Kapp on behalf of Associated Canadian 
Holdings Limited. Did you authorize, or dig 
you direct Messrs. Tramiel and Kapp to arrange 
for the purchase Of these shares of Trans 
Commacial Acceptance Limited by Associated 
Canadan Holdings? 

A. I was told by Mr. Tramiel after the 
fact this had been done, 


128 Q. Mr. Tramiel on page 62, question 


226 was asked, 
"Was this transaction done at your 


instance, or the instance of Mr. Morgan 
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A, Instance of Mr. Morgan because 
Mr. Morgan han sald that Trans 
Commercial requires the need of a 
certuin amount of capital to he able 
to transact big business and his 
recommendation was tO put some capital 
into it. Maybe Associated at that time 
had capital so he said, "Put 1¢ in."" 
Is that true, Mr. Morgan? 
A, No, The arrangement with regard to 
the subscription and the putting of the money 
into Trans Commercial was already done when I 
was aware of the situation. 
129 Q. It was already Jone before yOu were 
aware of the situation? 
A. Yes. 
130 Q. I guestioned Mr. Kapp on page 7 of 
his examination, 
"Why did Associated Canadian Holdings 
subscribe for the stock of Trans 
Commercial? 
A. I guess you have to ask the 
people who were taking care of Associated 
Canadian Holdings. 
Q. Who were they? 
A. Mr. Morgan was running Associated 
a, Was Mr. Morgman officer or 


@irector Of .ss0ciated Canadian 


Holdings Limited? 
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A. Not to my knowledge. 
Q. Why was he running tne company? 
A. He was ruming it. 
Q. Why? 


A. He was directing it. 

Q. Why ? 

A. 

He finally said that, 
"In essence, Mr. Morgan felt and acted 
as he owned Associated Canadian Holding 
and would give the directions on what 
was to be done." 

At question 26, 
"Dig you sign the subscription on the 
instructions of Mr. Morgan? 
A. Probably. 
Q. Are you not sure? 
A. Well, I have signed many 
documents and sometimes it was done 
because I was an officer of the company 
and just followed through the direction 
of the action that had been taken. 
Q Who had taken the action or made 
the direction? 
A. I told you I assume Mr. Morgan, 
through Associated. 
Qe Is there anyone else who gave 
4netructions or directions on behalf 


of Associated Canadian Holdings Isaited 
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to you? 
A. Sometines Mr. Wagman might have 
given them but they would have come 
from Mr. Morgan." 
Is that a true statement of the circumstances 
Surrounding subscription for the shares of 
Trans Commercial Acceptance by Associated 
Canadian Holdings Limited? 
A. No, it is not. The subscription and 


the Yormation of Trans Commercial was a brain 


child of Mr. Jack Tramiel as I have stated 


Dreviously. 


~--examination adjourned at 12330 until 3:00 p.m. 


---On resuming at 3:00 p.m. 


BY MR. BAIRD: 

131 Q. Mr. Morgan, the financial statement 
of Trans Commercial Acceptance Limited indicated | 
it was prepared by the accounting firm of 


Wagman, Fruitman and Lando. Did you have any 


eee 


part in the appointment of Wagman, Fruitman and 


Lando as auditors of Trans Commercial Acceptance 


ii 
i 


Limited? 
A, No. 
132 Q. Mr. Morgan, I would now like to deal 


with a transaction involving British Mortgage 


& Trust Company, Trans Commercial Accaptame 


: 
| 
| 
| 
| 


133 


134 
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and Hugo Oppenheimbank, Berlin wich I will 
refer to as the Berlin Bank. 
The books of account of Trans Comme rci 

Acceptance indicate that on or about December 
29th, 1964, Trans Commercial Acceptance purchased 
from the Berlin Bank $1,000,000.00 worth of 


preferred shares of Commodore Business Machines 


and $1,000,000.00 worth of notes of Commodore | 
Business Machines? 

A. From the Berlin Bank? 
Q. From the Beriin Bank. The Berlin 

Bank had purchased those preferred shares ang 
notes from the Treasury of Commodore Business 
Machines for $1,925,000.00. It appears from 

the sooks and records of Trans Commercial 
Acceptance that Trans Commercial borrowed 
$1,500,000.00-from the British Mortgage and 


Trust Company to finance the purchase, and in 


turn pledged those securities with British 
Mortgage & Trust Company as security for that 
loan. Are you familiar with this transaction? | 
A. I am familiar with it to this extent, | 
that the borrowing, or at least the creation | 
of the stock and the subordinated debentures | 
went through the Board meeting of Commodore | 
Business Machines itself and I was present 

when approval was given to the President to 
place those securities Overseas. 


Q. Did you approve the price of 
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$1,925, 000.007 

A, I am not certain whether that was 

approved or not but it would have to be at 

ninety-two and a half cents for the debentures, 

and par for the preferred stock. Is that right? 

You can't issue preferred stock at a discount. 
135 Q. I am advised that the annual financial 


! 


staement of the Berlin Bank snowed it had made 


&@ profit of $5°,000.00 on the preferred shares 
and $25,000.00 on the debentures. | 
A. Were they sold during December? 

136 Q. Yes, they were. The Berlin Bank, 
in turn, sold both debentures and the notes 
to Trans Commercial Acceptance for $2, 000,000.00 — 


making a total difference in price of $75,000. 007! 


A. I have nothing to do witn this trans- 
action. | 
137 Q. Were you aware of the fact that Trans ! 


Commercial Acceptance were purchasing the 

notes and shares from the Berlin Bank? | 

A. I knew that they had them because | 

Mr. Tramiel said he had negotiated a loan | 

with British Mortgage. | 
138 Q. Did you take any part in negotiating | 

the loan with British Mortgage? | 

A. I did not. | 
139 a Did you have any discussion with 

any officer of British Mortgage & Trust Company 


concerning the loan? 


PETER W. McHUGH MORGAN 52 
SPECIAL Examiner 
TORONTO 


but he and Mr. Tramiel gid all the details 
between then. 

140 Q. As an officer and director of 
Commogo:e Bu-ciness Machines, were you aware 
of the fact that Trans Commercial Acceptance 
was prepared to pay $2,000,009.00 for those 
shares and securities? 

A. I don't know anything about the 


raising up of the price. 


~--Off the record discussm 


BY MR. BAIRD: 
LAL Q. On pase 21 of Mr. Tramiel's examination 
I asked him 
"Was there an agreement when the 
German Bank bought those notes and 
shares, that they would be sold 
immediately to Trans Commercial? 
A. I would have to check this if 
there was an agreement or not. Off 
hand, I don't think it was a written 
agreement." 
I further questioned Mr. Tramiel 
“Who made the decision Trans Commercial 
would purchase those promissory notes’ 
and preferred shares? 


A. This was a discussion with Mr. 
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Morgan anj Mr. Morgan mage this 
decision." 
Is that true? 
A. lo, it 4s not true. 
142 Q. I further questioned Mr. Tramiel, 
"Dig yo: have any say in the matter? 
As Jus: as far as discussing it 
with him but not to approve or Jis- 
approve. 
Q. Did Mr. Morgan have any say , 
in the purchase o2 those shares and 
notes by the German Bank? 
A. Yes, it was his recommendation. 


Q. To whom did he make this 


recommendation? 

A. To me. 

Q. What did you Jo then? 

A. I recommended it to the 

management of the bank. 

Q. And the management of the bank 

ratified your recommendation? 

A, Yes,* 
Is that true, Mr. Morgan? 
A. No, that is not true. Mr. Tramiel 
brought the deal to the Board of Directors and 
said he had arranged for those securities to 
be placed Overseas through the auspices of the 
Berlin Bank and the Directors were very pleased 


to get this money into Commodore Business 
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Machines and I particularly was glad to see it 
come in because I believe most of the money 
went to Commodore Sales Acceptance. ’ 
143 Q. I further questioned Mr. Tramiel on 
Page 26 of his examination, 
"Who made the decision on behalf of 
Trans Commercial to purchise the 
preferred shar2s and promissory notes?" 
A, Mr. C.P, Morgan." 
Is that true, Mr. Morgan? 


A. No, it is not true. 


44 Q. I questioned Mr. Kapp concerning the 
same transaction anJ On page 30 Of his 
examination, at question 144, I asked him, 
"who made those arrangements? 
A. Those arrangements, as far as 
I know, were basically arranged by 
Mr. Morgan." 

A. Wheat arrangements are they? | 

145 Q. Those are the arrangements whereby | 
Trans Commercial would purchase from the 
Berlin Bank, the preferred shares andj promissory 


notes Of Commodore Business Machines? 


} 
| 
{ 
i 
' 
| 
| 


A. I had nothing to go with this trans- 
action. 
146 Q. I further questioned Mr. Kapp concerning 


the execution of the documents setting out the 
details of the transaction. 


SOR ere oom gree meee 


28 


29 
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BY MR. BAIRD; 
147 Q. I questioned Mr. Kapp concerning the 


execution of the documents on behalf of Trans 
Commercial to effect the purchasing or the 
shares and pledging of the shaves to British 
Mortgage & Trust Company and on page 30 1 
nis examination I asked him, 

"But you signed the documents on 


behalf of Trans Commercial. Is that 


correct? 
A. Yes. 
Q. Who gave you instructions to sign 


those documents? 
A. ft thik Mr. Tramiel asked me to 
at this stage to be prepared," 
I further questioned him, " 
"Who did arrange the transaction and 
asked you to sign it? 
A. I think I told you as far as 
I know the transaction was arranged 
by Mr. Morgan." 
A. We are talking about the transaction 
between Trans Commercial and British Mortgage? 
148 Q. And also the transaction involving 
Trans Commercial and the Berlin Bank? 
A. I didn't have anything to do with the 
documentation of the arranging of the loan 
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Other than I knew of it from Mr. Gregory. 
14g Q. Mr, Kapp goes on to say he received 
instructions from Mr. Tramiel, and I questioned 
him, 
"Why did you accept those instructions 
from Mr. Tramiel?" 

This is on page 32 of his examination and his 

answer was, 
"Because as far as I know, they came 
down from Mr. Morgan. 
Q. Did Mr. Tramiel tell you he was 
advised to do this by Mr. Morgan? 
A, I would assume he would have 
told me Mr. Morgan had arranged this, 
yes. 

Is that true, Mr. Morgan? 

A. No, that is not true. 

150 Q. I would now like to deal with part ef 
the transaction involving British Mortage & 
Trust Company. Did you have any negotiations 
with Mr. Gregory concerning the loan to 
Trans Commercial by the British Mortgage & 


Trust -- Nr. Wilfred--- 


A. Wilfred P. Gregory, yes. 
152 Q, Yes? 
A. Ny recollection of the talks with 


Ny. Gregory who by the way was alao a director 
of Commodore, was Only to the effect Jiu I 
think that the seeurities and the preferred 
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atock could se classifiod as a good investment. 
As far ac ucts any incluence 01 him to make 
“a2 loan or anything of tha’ nature, this I 
Jid not go. 
152 Q. I asked Mr. Tramiel concerning tne 
fact tha. the books of Trans Commercial indicate 
that to 2 nanee the transaction, it borrowed 
$1,500,099.20 cron British Mortgage & Trust 
Company cnd ne said he was familiar with the 
transactio:,. I shen questioned him, 
‘what vere the circumstances surroud- 
ins) thas transaction? 
Ae Mr. Morgen asked me and told me 
thas he needed as much money as he 
possibly can get before the year end, 
before December 31st. 
Q. Why ? 
A. Before Atlantic Acceptance 
year end. 
Q. What difference would this make? 
A. I didn't question him. He told 
me he needs the money. He recommended 
he would have a chat with Mr. Gregory 
to see if he could lend Trang Gommerci 
some monsy. I believe he did so then 
i had an appointment with Mr. Gregory. 
MR, POMERANT: You believe he 
had the cheque? 


THE DEPONENT: Yes, and then I 
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had an appolntmont with Mr. Gregory 


and I have arranged this loan with 


My. Grogory againot security. This 
loan was verbal." 
Is that truc? 
A. No, 1t 1s not true to this extent, 
I dldn't prevail upon Mr. Gregory to make any 
loans to Trans Commercial. I did ask Mr. 


Tramiel in no.mal business practice to get 


as much of his tntcr-company indebtedness, or 
indebtedness between his company and Commodore 
Sales before the end of December as he could 
possibly arrange. This wasn't done at the end 
of December. It was early in October and he 
kept telling me financing arrangements were 
bsing mado overseas and he would have the money 
by the end of the year. 

153 Q. I further questioned Mr. Tramiel and 
said, "There are two Mr. Gregorys associated 
with British Mortgage & Trust? 

A. Wilfred Gregory. This joan was 
supposed to be a short term loan becauge 
Mr. Morgan advised me after January 

lsat, he would be able to lend Trans 
Commercial the money again, and then 
British Mortgage would be able to be 
repaid or in some form those securitie 
could be s0ld and on this basis I 


have asked Mr, Gregory to make the 
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loan and Mr. Gregory d1d and the money 
was repaid to Atlantic Acceptance when 
it was received from British Mortgage. 
When I say Atlantic Acceptance, 
Commodore Sales Acceptance." 
Is that trae, Mr. Morgan? 
A. No. What he has stated there is that 
he wanted this to be a temporary loan between 
Trans Commercial as he indicated and British 
Mortgage and Trust and I know this point came 
up, but at that time I told Mr. Gregory that 
it wasn't possible for me to give any further 
assistance to Commodore Sales Acceptance because 
money had started to gst tight. 

154 Q. Had you ever advised Mr. Tramiel 
you would be able to arrange for loans for 
Trans Commercial to repay loans to British 
Mortgage & Trust Company? 

A. No. 

155 Q. I questioned Mr. Tramiel why Trans 
Commerelal would purchase preferred shares of 
Commodore Business Machines upon which there 
ie interest payable of 6%, and the subordinated 
notes of Commodore Business Nachines on which 
there is interest paid of 6-3/46 when in fact 
he had to pay British Mortgage & Trust 7% 
interest for their loan. I asked him why he 
juatified the transaction. His answer, 


"J am not justifying it at all. As 
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I mentioned to you before wy this 
borrowing for the 7% was #ade--- 
Q. Why was the borrowing made? 
A. Mr. Morgan needed money and 
was trying to pay off two loans fron 
Trans Commercial to Atlan-ic Accestance 
or Commodoxe Sales Acceptance." 


Is that trae, Mr. Morgan? 


A, This statement -- I jon't understand 
4t. 
156 Q. He has stated tce reason for this 


transaction, she entise reason Tor the trans- 


action was to obtain money to pay orf loans 


i 


Owing to Allan cis Acceptance or Commodore Sales 
Acceptance? | 
A. This is true to this axtent. 

157 Q. By Commodore Business Machines. 
A. in Other words, the issuance of the : 
shares? | 

158 Q. Ho, he says the whole transaction, 


not only the issuance of the shares but the 


loan from British Mortgage, the whole purpose 


of the entire transaction was -- or that was 
the whole purpose of the transaction? 

A. I haven't copies of the directors* 
minutes Of Commodore Business Machines but I 
suggest they be looked at and I think you will 
find that ia those minutes Mr. Tramiel as 
President of the company, stated that those 


PETER W. MCHUGH 


SPECIAL EXAMINER MORGAN 61 


TORONTO 


securities were placed in Europe and tne 
proceeds of the securities were used to reduce 
the corporations! loans to Commodore S.lces 
Acceptance, 

159 Q. That was the only purpose of the 
transaction as far as you are concerned? 
A, Exactly. 


160 Q. ‘hat was your reaction when you 


learned that British Mortgage & Trust Company 


was loaning money for the purchase of those 


securities? 

A. I was concern2d for tne sinple reason 
that Mr. Tramiel had apparentiy misled the 

Board in stating that he had borrowed on the | 
company -- that is on Commodore Business Mac nines 
-- credit overseas and I think the directors! | 
minutes will bear me out that this was put in | 
the minutes, that the securities were placed | 
overseas and when I found out they were back 
in this country and that Mr. Gregory had loaned | 


his company's money for them, I was astounded. 


I will admit that Mr. Gregory had talked to 


me with regard to the value of the securities 
and what negotiations he ha3 with Mr. Tramiel 
together, I am not prepared to say. All I 
say is that he asked me whether or not they 
were good securities and I told him they were 
put I already knew from my directorship in 


Commodore that those were supposed to ave been 
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Placeg in Europe. 
161 a. I further questioned Nr. Tramiel 
cOncerning the transaction and on page 126 ox 
nis examination at question 467 I asked hin, ! 

"Who negotiated thoss transactionat 

The first transaction with British 

Mortgage? 

A. I told you, I would like to say 

agair, I have spoken to Mr. Gresory 

On the instruction of Mr. Morgan. I 


believe Mr. Morgan spoke to Mr. Gregory 


before me. 


Q. Did you do this on your own 
initiative? 
A, No, 


Q. Did yOu approach Mr. Gregory 
sOlely On the instructions of Mr. 
Powell Morgan? 

A. Yes, to help him out because he 
said he needed the money because we 
were Commodore Business Machines, 

As far as Commodore Business Machines 
is concerned, we were borrowing the 
money. We had the money. We were 
borrowing money from one of the 
companies for--~ 

Q. Commodore Business Machines had 
already borrowed the money? 


A, Yes, correct. 
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Q. And Commodore Business Machines 
didn't necd any money at that time? 
A, No, we dihn't, always needed long 
term money. It is better than short 
term money." 
A. This is absolutely untruc. Commodore 
Business Machines needed the money because I 
ad been asking Mr. Tramiel to reduce loans 
So Commodore Sales Acceptance for the last 
three months of 1964 and at the directors’ 


eeting of Commodore, it had been discussed 


a number of times, the increase in the base 
capital of Commodore Business Machines and 

the sale of the securities Overseas and its 
introduction into Commodore was to reduce the 
indebtedness of Commodore Business Machines to 
Commodore Sales Acceptance. 

162 Q. I also questioned Mr. Kapp concerning 
the same transaction. The question on page 23 
of Mr. Kapp's examination, 

"On ox about December 29th, 1964 
Trans Commercial borrowed $1,500, 000.00 
from British Mortgage & Trust Company 
and it also borrowed money from 
Commodore Business Machines of 
$326,321.77. Why was this done? 

Re This was a transaction that was 
arranged by Mr. Morgan, borrowed on 


behalf of Trans Commercial, borrowed 


PREOR Ww, McHUGH 


silat MORGAN 64 
PoRONTO 
fvom British Mortgage. That money 
has arranyed and purchased notes and 
preferred shires. I think this 1s 
what 4¢ was." 
Is that tyia? 


A, No, that is not true. 


~=-Off tho record discussion. 


BY MR. BAIRD: 


163 Q. Now, Mr, Morgan, I asked -- I snowed 
Mr. Kapp a collateral security agreement dated 
the 29th April, 1964 in favour of British 


Mortgage & Trust Company which appeared to 


have been signed by him as President, Mr. 


Draper as Secretary for Trans Commercial 


Acceptance Limited? 
A. 1964 April? 
164 Q. Yes. On page 34 of the examination 

of Mr. Kapp, I asked hin, 
"Did you sign this pledging agreement? 
A. It appears to be my signature. 
Q Who acted On behalf of Trans 
Commercial Acceptance in arranging this 
transaction?" 

Tnen there ls some discussion. Mr. Kapp 

finally atated, 
"As far as I know, 1t was arranged by 
Mr. Morgan." 
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A, 
165 Q. 


Wh = was the loan for? 

I am prodg:eing to you Exhivit 3 On 
the examination of Mr. Manfred Kapp held on 
October 29th 1965 signed by Trans Comme rcial 
Acceptance Limited and dated December 29th 
1964, not April 29th, 1964 as referred to 
in Mr. Kappts examination. This is the agree- 
ment whereby $1,005,000.00 worth of subordinated 
notes of Commodore Business Machines (Canada) 
Linited and 100,000 preference siares OF 
Commodore Business Machines (Canada) Linited 
were pledged to British Mortgage & Trust 
Company. Did you instruct Mr. Kapp to sign 
the pledging ageement? 
A. I gid not. : 

166 Q. Did you arrange for Mr. Kapp to pledge 
the securities with British Mortgage & Trust 
Company? 
A. I did not. 


i 
{ 
i 
| 
| 
4 
! 
| 
t 
t 


\ 


MR. BAIRD: I enter this as Exhibit 3. | 


_--EXHIBIT NO. 33 Collateral security agreement dated 
29th December 1964 in favour of 
British Mortgage & Trust Company. 


BY MR. BAIRD: 
167 Q. On the books of account of Trans 


Commercial it indicates that as of December 


2gth, 1964 Commodore Businass Machines paid 
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Off the balance of $473,000.00 whicn Lt owed 
CO Trans Commercial end, in turn, loaned 

Trans Commercial $326,321.77. Can you explain 
why Trang Commercial was borrowing money from 


Commodo-e ang at the same time purchasing 


Preferred sh-res and promissory notes Of 


Commodore? 
ah No, I can't explain it to you at all. | 
| 
te? Q. I asked a similar question of Mr. | 


Tramiel and on page 34 of his examination, 
his answer was as follows: 
"Phe first question, Commodore needed 
andj could use money. That is the reasor 
that they sold them. As far as 
lending money to Trans Commercial, 
the 
they were borrowing/money from Trans 
Commercial and when they had a surplus 
of money again, as far as Mr. Morgan 
was concerned, and as far as bsing 
very friendly with Mr. Morgan any time 
when he needed moneys, and I had money 
available, I have looked up to him. 
If he told me to Trans Commercial or 
to Atlantic, Or any of the companies, 
I would have loaned the money to him." 
Ae He didn't loan any money in that 
transaction to me. 


69 Q pid you arrange for Commodore Business 
1 s 


Machines to loan the sum of $326,321.77 to 
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Trang Comne cial? 


s 
Al, 


170 9. 


I 313 nos, 
Mr. Morgan, you previously stated you 
"472 Aad no connection with the company known 


&8 Jay Man Distributors Inc.? 
A, 


All I know is tha; Jay Man Distributors 


Inc. was . 
nc. Was a customer of Baronet and as such was 


Srangacting business with Commodo ‘2 Sales 
Acceptaresa. I have no connection with the 
company, no sharaholdings, or no interest. 

171 Q. Are you familia» with the transaction 
involving purch-s2 by Jay Man Distributors Inc. 
O° certain photocopy machines and other 
materials from Commodore Dry Copy? 
A. You asked me this question I believe, 
in the examinawion of Evermac and I still -- 
I knew somebody had bought the thing but I am 


not certain -- I didn't have knowledge it was 


Jay Man. 
172 Q. I understand also that a company known 
as Analogue Controls Inc. sold certain copying 


machines and materials to Dry Copy Inc. Were 


you involved in this transaction? 


A I was aware of the transaction and it 


was part of the closing out of the Commodore 


interest in Analogue Controls at the end of 


October, I believe in 1964. 


Did you recommend that Analogue enter 
173 @. 


gnto the gale with Commodore Dry Copy? 
; 
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A. Did I recommend it? 
174 Q. Yes? 
A, 


How do you mean? 
175 Q. Mr. Tramiel, on his examination at 

page 75 was asked concerning the Jay Man purcnase 

Srom Commodo r2 Dry Copy -- there Was a question 

Specifically, 
"Why would Jay Man be qualified any 
furthe: to do it than Analogue was?" 

This is to continue tne ope-ation and make the 

dry cOpy machines. His answer, 
"T gJon't know whether it was qualified 
but at that time, Mr. Morgan's recommend 
ation was to see that Analogue should 
come Out clean fron this particular 
Operation. They should not show too 
much Of a loss, that this dry copy 
business should be sold to another 
company and that Analogue should not 
carry thls particular loss." 

Is that trie? 

A. That is entirely wrong. Part of 

the closing transaction which is part of the 

records of Analogue, in their meeting, you 

will find that one of the separation agreements 

separating Analogue and Commodore Dry Copy -- 

they were housed in the same building. At 

that time Mr. Tramiel agreed to take back all 


of hia machine parts of all his developaent 


173 
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expease which is shown on Analogue books and 
Pay ror it, I had nothing to do with this. 


x. When you say Mr. Tramiel agreed co take 


“> Sack, Commodore Dry Copy agreed to take it 


Dack? 

A. axactly. 

Q. Why would Commodore Dry Copy agree to 
fais? 

A. Because that was the separation. 


Commodo-2 Business Machines at the time of the 
sal2, controlled Analogue and they were opera-ing 
2 division of Analogue as Commodore Dry Copy and 
makicnz dry copy machines and the agreement was 
thas the Dry Copy was not being sold. Commodore 
was keeping Dry Copy. As such they had to buy 
oack any macnine parts, or any inventory, or 
sami-finished, oO. finished goods in the Dry 

Copy inventory orf Analogue and this he agreed to 
go, in writing. 

Q. Were you involved in fixing the price? 
&. There was a meeting at which I attenrbd 
in New York and the amount of the settlement -- 
there was some discrepancy and I believe the 
ascrepancy was settled On a period of payments 
by Coumodore Dry Copy of some $3500.00 a month, 
$70, 000. 00. 


@ I have been advised, Mr, Morgan, that 


the transaction that you referred to, that the 


total purchsse price of the Dry Copy business 


Pere bey Vr» 
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Toone, 
wan $598,000.90 U.S. of which $34,000.00 was 
40 be paid in wash at the rate of $3500.00 4 
month and the balance was paid by way Of 
Commodore Dry Copy assuming an obligation, the 


Obligation o: Analogue Controls Limited to 


Boronet Associates Ine. of $614,000.00. Would 
this be your understanding of the transaction? 
A. That is my understanding of tne trans- 
action. 

180 Q. You approved of that transaction? 
A. I approved the transaction on behalf 


of Commodore Sales Acceptance allowing the 
Switch of the debt of some $614,000.00 as betwee 
Analogue and Jay Man. 

181 Q. No, the switch of tne debt at that time 
was from Analogue. Analogue owed Baronet 


$614,000.00 and it was assumed by Commodore 


Dry Copy? 

A. By Commodore Dry Copy, yes. 
182 Q. Was it On behalf of Baronet? 

Ae On behalf of Commodore Sales Acceptance. 
133 Q. On behalf of Commodore Sales Acceptance 


you approved the switch? 
Ae It wouldn't make any difference to us. 


It was a switch between two different customers. 


194 Q. I understand Commodore Sales Acceptance 
had loaned money to Baronet Associates Inc.? 
A. Yes. 

185 Q. Who controlled Baronet Associates Inc.? 
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Mr. Yrantal and Mr. Kapp- 


ie we DLd yo. nav. any control over tne 
Me LiF? 
we = hag 20 r20r¢ rol over tae conpany. 
137 we I an aj+ised all loans of Baronet 


*BRScLaxse Inc, wera not made oy Commodore senr8 
Acceptance =.5 sy Commodore factors? 
A, wWaae I ised une name Commodore, 1% is 


sit: goszicle Commodore factors would be 


frvolved teraise i; is a wnolly owned subdsidlary 


133 Q. I anderstand tist Commodore Dry Copy 
BOl3 its in:2r2st in tne Dry Copying business 
to Jay Mar. in Decenser 1965 for t:.e sum oF 
$525,000.00 U.S. Commodore Dry Copy sold tne 
dry copy busissss to Jay Man for $525,000.00 


U.S. Are yOu Zamiliar with this transaction? 


4. I am not familia with that évaddastion| 
I heard about it subsequently but thas trans- : 
action was Originated by Mr. Tramiel. 

189 Q. It puzzles me to understand why 
Commodore would buy the Dry Copy tusiness back 
from Analogue in September, or October, and 
turn round and sell it to Jay Man a month or 


two later. Can you tell me why that would be 


gone? 
A. Gan you say that again? 
Q. Commodore split off from Analogue? 


190 
A. Yes. 
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191 Q. ees back 


And bought the Dry Copy busin 


ss That's right. Analogue actually never 
Owned 1t. They were operating Lt. 

ae - They had a dry copy business? 
A. They never had a sales organization. 


All they did was manufacture for and on aia 
Of Commodoi'e Dry Copy. 
193 Q. Commodo:'e Dry Copy paid Analogue for 


whatever Analogue had done for it. Ig that 


correct? 
A. This settlement they arrived at some 
$80, 000. 00. 

194 Q. Plus the assumption of a loan to 
Baronet? 
A. The deal was when they separated, 


the two companies, and they operated separately, 
Commodore Dry Copy were to take back their 
inventory whicn was Analogue's inventory and 
their machine parts and stuff that was in 
process and the discrepancy, or the difference 
in the two figures which was arrived at between 
negotiation with Mr. Tramiel and Mr. Adair at 
Analogues arrived at of some $84,000.00 which 
was settled by agreeing to take, I think, twenty 
notes at gome $3500.00 a month and this was 
attlement. 


final 8 


I understand in September or 1964, 
195 Q- 


commodore Business Machines sold all its shares 
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HETIL Fb entainEy NOWGAL 13 


EPTFE 


Vee Avia] apn, Lt ~ooK oak, OF 


Habsaquoob sy, 


1, noalogue Ln 


8nheread Tobe tio agewomint whl 
OoLober Or AYO, viny O95 Lt 99 Unb afte.” Lt 
Ad BOLD OL Ltn aheecs La Analogue? 
A, Barnouno the year and of Analogue was 


UslLobor st nad Ln view of the :act there was 
AuMALL number of parts that had to be 
necumulated, the adjustment was to be mad@ a& 

Oi the Inventory date, October 21st. 

196 Q. Wap the agreement with Analogue 
reached at tng same time as Commodore sold all 
ita shares of Analogue? 

A. Within a very short--- 

197 Q. Was this part and parcel of the 
negotiations whereby Commodore sold those shares 
in Analogue? 

A. And delivery of the shares was held up 
pending settlement of te inventory. 

198 Q. Can you give us any assistance 
in determining what portion of the $698,000.00 
price was payment of development costs and what 
portion of the price involved payment of actual 
physical parts and machines? 

A. I can't give you the breakdown but 

if my memory serves, that the development costs 
were somewhere around $100,000.00 to $120,000.00 
range, in that figure. I think the others 
appeared in Analogue's financial Statement, 


1963, somewhere in that field. 
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1.99 Q, 
Dig Comnojo-2 Dry Copy take actual 


Dhyag 
YGical P2B8eb810n of t~e dry copy machines 


rz) 
2b catera? 


os TO the best of my knowledge tney did, 
Yes, 

aye Q. In Decenber, turned around and sold 
Unoge dry cOpy susicess machines and parts to 
Jay Man? 
A, That was 2 transactio- arraned by 


Mr, Tramiel. “hy he did it, I don't know. 

201 Q. Subsecusnsly, I have been advised 
a transaction in olving Jay Man Distributors 
Inc. purchesed dry copy business parts and 
machines 270m Commogo:e Dry Copy Inc. for 
$525, 000.CO U.S. No cash was paid but rather 
Jay Man assumed the indebtedness of Commodore 
Dry Copy Ine. to Baronet Associates Inc. Were 


you familiar wish this transaction and did you 


concur in the transaction? 


‘ I did not have anything to do with the 


transaction. I was aware of it through -- 


ce woLfrey had told me that the inventory had 


peen ewitche 
ed Mr. Tramiel's explanation as to why 


ad from Dry Copy to Jay Man and we 


accept 


it was done 
what was his explanation? 


Q: 
Eee Explanation was that Jay Man was going 
A. . 
b as the same manufacturer of the finished 
to ac 


asqunerrr ne: 
p 
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202 Q 
RRY AA... . : 
SAY SOn13 'S Commodore Vry copy have 
Sarr fs 
L239 on “Ne business? 
Ay 
“nis is Mr. Tramialta idea, I dott 
Know, 
204 Q, 


mr Ga 


Paysicaliy delivered to Jay Man Distributors 


Ine 
* 4S a rasult of this transaction? 


A. T dont know anything about the 
Jelivery of tha physical items. 

205 Q. Is it true that the transaction 
involving Analozue and Commodore Dry Copy was 
made at your recommendation in order that 
Analogue "should come out clean from this 
particular operatim. They should not show 
too much of a loss, that this dry copy business 


should be sold to another company and that 


Analogue should not carry this particular loss?" 


A. No. Mr. Tramiel warranted there was 
no material difference in Analogue's books from 
the time of acquisition, around September 15th, 


to October 3lst, and this -- in other words, the 


n was delayed On the purchase of the 


transactio 
inventory until they took inventory, 
ghat 1s not correct. He said his 
206 Qe siagienee the reason why Commodore Dry 
a purcnased those assets from Analogue was 
ogue ghould come out clean and not 
a an was this yOur recommendation? 
geno 


This ie not my recommendation. He was 


a. 
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A “8 Purchase nis Own material back from 
halog 
ue bees eat 
“aS? he was runnin: Commodore Dry 
Cony, 
@. 


Mr, Ponerant asked Mr. Tramiel, 


"WhO was Mr. Morgan speaking or at 
“nat time? Was he Chairman of the 
Board o° Commodore then?" 

Mr. Tramie} sais, 
"He was Chairman of the Board of 


Commogo:2 bet he was also for Analogue." 


A. I uas negotiating the finalization of 
the purchase of the shares of Analogue for a 
third party, yes. 

Q. who was that third party? 

A. The third party was Mortgage Trust & 
Savings in Nassau. 


Q. Are you an Officer or director of 


that company? 


A No. 
Q Have you any share interest in that 
company? 
A No. 
pid they eventually purchase the shares 

Q. 
of Analogue? 
‘ They gid. 

‘ 1 then questioned Mr, Tramiel concerni 
Q- ore of the business by Jay Man and 
the Pu 

g nim at question 292, 

zt aske 


eo ee MORGAN 77 
TORONTO 

"Who decided that price?" 

Mr. Pomaant asked, 
"For whom?" 

At page 77, question 293, 
"For Jay Man particularly? 
A. In this particular transaction, 
I would like to say again, as far as 
Mr. Morgan officially did not appear 
but Mr. Morgan was the man in the middle 
from both sides. I would like to say 
again Officially I would say that I 
have agreed on the price officially 
but like everything else, I would like 
to say again, I was told what to accept 
or what to do." 

Is that correct? Do you act on behalf of Jay 

Man? 

A. No, it is not true at all. Jay Man 

was his company. 

213 G: I questioned Mr. Kapp concerning his 
position with Jay Man Distributors Limited, 
which should be Jay Man Distributors Ine., and 
I asked him at page 42 of his examination and 
question 200, 

“Why did you become an officer of Jay 
Man Distributors Limited?" He answered, 
"For the same reason I stated before, 

I became an Officer and director of 


different companies. 
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"Was this done at the request Of Mr. 
Morgan? 
A, It was done principally at tne 
request orf Mr. Tramiel. 
MR. POMERANT: Just to clarify 
that, On whose instructions? 
THE DEPONENT: I presume Mr. 
Tramiel maybe had discussed it with 
Mr. Morgan." 
A. I had nothine to do with the officers, 
directors, the books or records of Jay Man at 
all. & is wholly a Tramiel operation. 
214 Q. On page 45 of Mr. Kapp's examination, 
I asked at question 216, " 
"Did yo: make any management decisions 
on behalf? of Jay Man? 
As Not particularly, no. 
Q. Did yOu make any management 
decisions at all?" 
After some discussion, he answered, 
"Well, again all those different 
loans had all been arranged by Mr, 
Morgan, Or authorized by Mr. Morgan." 
Is that true? 
A. I don't know what he is talking about. 
I didn't arrange any loans for Jay Man, 
I questioned Mr. Kapp, 
215 @ 
"why was he involved in Jay Man? 


A. For the same reason he was 


Exaw > 
ou MORGAN 9 
w 
involve? in all the other companies. 
A far 


| 
| 
“her question put to Mr. Kapp, | 
"There appears to be no reason why he | 
#33 invol-red in Jay Man. You have 
explained why he was involved in Trans 


Commercial but not in Jay Man. Jay 


Man, Sron what you tell me, only carried 
On business of repairing huge," which 
ShOuld probably de used, 
"o2Pice machines? 
A. Sell, he was involved as far as 
I know in all the business as far as 
Commodore and Jay Man." 
Then I continued and asked him On page 47, 
“Who was involved in the incorporation 
of tne company at the start?" 
This company is Jay Man. The answer was, 
"I believe Mr. Tramiel might have been. 
Q. Do yOu know whether he was 
acting on behalf of himself, or acting 
on the directions of Mr. Morgan? 
A, Probably On the direction of 
Mr. Morgan." 


were you involved in the incorporation of Jay 


Man? 


I was not in Jay Pen. 
7 = 


ow nee meee tan Mw Wann amen a 
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"mat wag the nature of the transaction 
invOlving Jay Man and Commodore Dry 
Copy? 

A, I believe Jay Man doughs sone 


dry copy equipment froz Commodore 


Dry Copy. 


Q. How much was oaid for this dry 


copy equipment? 


A. O2f mand, I dontt know. 
Q. Were you involved in this 


transaction, gid you arrange it? 


A, No, I didn't arrange it. 
Q. Do you Know who arranged it? 
A. As far as I know again, it was 


probably arranged by Mr. Tramiel under 
the direction or knowledge of Mr. 
Morgan." 

Is that true, Mr. Morgan? Did Mr. Tramiel 

arrange this at your direction? 

A. No, he did not. 

217 Q. In April 1965, Commodore Business 
Machines owed Trans Commercial an amount in 
excess Of $92,012.00. An entry was made on 
the books Of Commodore Business Machines 
whereby the indebtedness of Commodore Business 
Machines to Trans Commercial was credited by 
$92,012.00 and, in turn, Jay Man was charged 
with $92,012.90 . This means instead of 


Commodore Business Machines owing Trans 
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Commercial at least $92,012.00, Jay Man owed 


Trans Commercial $92,012.09. 
Did you have any knowledge of tnis 


entry or transaction and did yOu approve it, 


or Birect that it be made? 


A. I have no knowledge of the transaction 
and I don't know what it is nor did I approve 
it, Or ask any entries be made in any set of 
books in connection with that figure. 

218 Q. I questioned Mr. Kapp concerning thaz 


loan particularly, and at question 271, at 


eage 57,"Who approved the loan? 
A, As I explained to you before, 
all those different loans have been 
approved by Mr. Morgan." 
Is that true? 
A. Well no, you see, you make an omnibus 
statement that I am not aware of. What is 
$92,000.00, just to clarify it? 

219 Q. I don't know. There is an entry in 
the books Of account of Trans Commercial 
Commodore Business Madiines is credited with 
$92, 012.90 and in turn, a loan is set up in the 
pooks showlng Jay Man being indetied to Trans 
Commercial in the amount of $92, 012.90. This, 
in effect, is a loan by Trans Commercial to 
Jay Man in which the money was not paid to 
Jay Man but rather used to credit the indebtednes 


of Commodore Business Machines to Trans Commercial? 
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A, 
From the informacion you #1lvds I 


dont know anything about this transactLon. 
-~-Off the record discussion, 


BY MR. BAIRD: 


220 Q. The books of account of Tran:: 


Commercial indicate that Trans Commercial made 
certain loans to Mr. Tramiel. Did you authorize 
Trans Commercial to make loans to Mr. Tram1lel? 
A, How much are those loans? 
221 Q. The books indicate $53,000.00 was 
loaned to Mr. Tramiel in December 1964. This 
is one particular loan we questioned him on. 
A, I was not aware that Mr. Tramiel qed 
Trans Commercial. I have no way of even wanting 
to know it. As var as authorizing the loan is 
concerned, I did not do it. 
202 Q. Mr. Tramiel was questioned specifically 

on page 64 of his examination at question 237. 
This question dealt with the loans by Trans 
Commercial to Mr. Tramiel, 

"Who authorized those loans? That was 

loans to you by Trans Commercial? 

A. Who authorized the loans, to 

loan the money to me? 

Q. Yes? 


A. With the approval of Mr. Morgan." 


is that true? 


223 
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Gestion 


A. 
nor Mr. 


eve 


MOPGAL =. 32 
NO. He stiNdian't answer the question. 


Py t 
age 53 of Mr, Kapp's examination, at 


EO: ax 


"Q. Mr, Kapp, in December 1964 
$53,000, 00 was loaned by Trans Commercia 
to you and this money was paid directly 
tO Commodore Business Machines. Would 
you please explain the reason for this 
transaction? 

A, Trans Commercial has loaned many, 
many times money to pick up stock 
option I had with Commodore Business 
Machines. 

Q. Who authorized this loan on behalf 
of Trans Commercial? 

A. Mr. Morgan would autnorize it. 

Q. Did Mr. Morgan also authorize 

the loan to Mr. Tramiel? 

A, I assume so. 

Q. Did you have any active part in 
arranging the loan to either yourself 
or Mr. Tramiel on behalf of Trans 
Commercial? 

A. No. Mr. Tramiel arranged that 
with Mr. Morgan, both of them." 


Mr. Tramiel -- neither Mr. Tramiel 


Kapp ever mentioned to me that they 


no the employees' stock option 


ome «6 wating authorizing or riwineg @honw 
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an 
Y 888uraneg they can borrow this $53, 000-00 


Cac 
hy I absolutely and flatly deny. 


Q. 


We ave now dealing generally with the 


affairs of Analogue Cortrols Inc. and I asked 


Mr, Tramiel, 


"Were you President or an officer of 
Analosue? 


T 
A, I was a director of Analogue. 


Mr. Pomerant asked Mr. Tramiel, 


Further, 


"How did you come not to know much 
about Analogue then if you were a 
director, Mr. Tramiel? 

THE DEPONENT: When we have 
sold, and Commodore Business Machines 
has sold the company, I stayed on as 
a director at the request of Mr. Morgan. 
The dealings or the recommendations 
which was made by the Board of Directors 
sounded to me so big, I would like to 
say again, I didn't go into--." 
he was questioned, 
Nyhat dO you mean by dealings or 
recommendations? What type of dJealincs? 
A. I think they are trying to go 
qnto the pharmaceutical busin-ss and 
they wanted to go into all different 
types of businesses, and I was there 
atrictly on the request Of Mr. Morgan 


to be a director. I didn't invaive 
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mynOlLr 
" too Secply as far ag Analogue 
Lu QO, 7 
"meorned and at tha flret opportunits 
I wong ho 


Y" replyned ofter I discussed 


it with My. Morgan," 


Was Mp. + 
» ty 
amiel n director of Analogue at your 
YOquCSt? 
NN 


Mr. Tramiel was director of Analogue 
and I belteve Chairman of the Board of Analogue 
because he was also Chairman, or the President 
of Commodore Business Machines. At the time 

of the avitch over, when the shares of Aniogue 
were sold by Commodore, he agreed to stay on 
to negotiate the inventory settlement and the 
development settlement with the Board of 


Analogue Controls. 


225 Q. On whose behalf did he negotiate this 
settlement? 
A On behalf of Commodore Dry Copy. 

296 Q Why was it necessary for him to stay 


on as director of Analogue Controls Inc. to 


gotiate this settlement with Commodore Dry 
ne 


9 couldn't he hav 
nt of Commodore Dry Copy without 


e negotiated the settle- 
Copy 
ment as preside 
rd of Analogue Controls? 
on tne Board 
remaining 
r suppose 1 
ng him to stay On as a favour 


t is possible but I felt-- 
A. 


recall askt 
the thing properly. 
o me to * 


On whos? 


c 


227 Q. 
tenis time? 


pehalf were you acting at 


SOE aang 
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A, 
I 
he "a8 acting on behalf of the purchasers 
the Ay 


Qlogue Shares. The company was divided 


Into ¢ 
wo, 
In othor words, the company on one 


Side of 
the factory was Commodore Dry Copy and 


the Othe 
~* 81de was Analogue Controls. They were 


CO~mi; 
NSling both, In other words, parts ang 
mach; 
Ines ang items of that nature, in order to 


as 
Certain who belon:ed to which, it was agreed 


that Mr, Tramiel and the then Operating people 

at Analogue would go over the inventory at the 
end of October and settle which parts belonged 
GO Commodove and which part belonsed to Analogue 
and then an agreed on price was arranged. 
Subsequently Commodore stayed On in the building 
as a tenant of Analogue and some tim this year, 


maybe around the first of May or June, they 


ed into their own building. 


mov 
Were you Chairman of the Board of 
228 Q. 
Analogue? 
4 When I was Chairman of the Board of 


_. T answered this previously, I 
commodore Cont rols 


Chairman oi the Board of Analogue/automatic 
was 
f fact that I had to be cleared 
few OL the 
put in Vv 
gs. citizen for 


I think 1t was early in 1964, 


security purposes, I 
as a U. 


ned pack in, 


si 
ns Mr. Tramiel stated you continued to 
Q. te 
one . Is tha 
er Chai:man of the Company. Zs t 
e 
yesise 
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A, 
I: 

sa "OVe@ Only been in Analogue's place 

* BUBLnan,. 

| “88 Ouly twlee. I always was interested 


ue for the simple reason that Analogue 
Owed mo 
"Sy to Commodore Sales Acceptance and 


the u 
88 Of the word "Control" 1s very loose. 


Tan Only trylng to protect Commodore Sales 
Acceptance in advance and getting information. 
When he Says I keep track and keep check on 
him, that 1s true, bus I am Joing it from the 
POintof view of trying to see how the company 
is going and see whether or not Commodore 
Sales Acceptance can get their money back. That 
is my connection with the company. 
230 Q. I specifically asked Mr. Tramiel 
concerniny this, and the question was as follows: 
At page 71, question 264, 
"Did he do it through you as director? 
A. Not so much with me any mere. He 
appointed a President of the company 
which was a Mr. Fred Adair and then, 
I would like to say again, after a while 


I slowly faded out from it as far as 


: ing it, and Mr. Fred Adair took 
it over." 


, true? 


Is tne 
oe Adair became President or Analogue 


M 


Ae nena Meeting, oF was appdnted by the 


at tne ‘ 


poarde rrange for this appointment 


pid you = 
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£0 he mada? 


A, g in 


OF Souias not. It was arrange 
Ordinary Course, 


232 Q, the 


Did you have voting control of 


F e 
Majority of shares of Analogue at this tin 


Mr. Adatr Was appointad President? 


000 
A, No. Myr. Adair's company had 103, 


re) 
Shares of Analogue which would be enougn & 


233 Q. Mr. Morgan, you previmasly stated, 
On behalf of the Mortgage Trust & Savings Company 
of Nassau, you arranged the purchase of certain 
shares of Analogue owned by Commodore Business 
Machines. Mr. Tramiel has stated that Commodore 
Business Machi.es sold to an unnamed buyer 
330,600 shares of Analogue at $1.45 a share. 
Was this the transaction which you had arranged? 
A. That's right. 

234 | Q. Do you know who the controlling Share- 
holder of that company was? 
A. I can't tell you the names of the 
people involved. It is a Nassau Corporation. 


you would have to get thatinformation tp 


Nassau. 
Who gave you your instructio 
235 Q. ns? 
A I can't answer that question, 
Are you not prepared to answer 44 
236 Q. it? 
A Well, I don't know whether 44 ad 


anything to do with this examination, 
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237 Q 
Thos. are tie shares of Analogue 


OPO Old by Commodore Busines Machines? 
A. And thoy were purchased on the toronto 
Stock Exchange and paid for in the regula’ way 

3 

238 Q. And at the prosent time, you are 
NOt Prepared to tell me who gave you instruct hon® 
A, No, I am not. 

239 Q. Tht 1s your position? 
A. Yes. 

2ho Q. I would next like to deal with the 


affairs of L.B.H, Management Limited. Were you 


an Officer or director of L.B.H. Management 


Lirnthed? 
A, Yes, I was. 
241 Q. What was your position? 
A. I was a director. 
oho Q. The books Of account of Trans Commercial 


Acceptance indicate that 1t owes Trans Commercial 
$186, 533-47. What was the nature of the 
business carried on by L.B.H. Management 


Limited? 


A. L.B.H. Management Limited, orf which 


sie: Tramiel is also a director, had the leage 

on the Lucayan Beach Hote! Company tn Freeport 
rand Bahama, and in the incorporating Stage 

of L.BeH. Management Company, I put up Personaiiy 
$125, 000. 00 into the company and loaned 14 4, 
and I was of the opinion that My, 


tne company, 


qramiel had 
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Subsequontly this $100,000.00 had come aks 
m 
ne manage 
Trans Commercial, and later on in tne @ 
pany» 


in the affairs of L.B.H. Management oo. 


O aB 
Trans Comme vcial advanced some $80, 000-9 


oteLl 
discounting accounts receivable of tHe Hi 


Company. Does that answer your question? 
ah 


a +3 Q. you 


Those accounts receivable -- Jo 


ver 
know whethor those accounts receivable, wnate 


they were, were they in fact assigned to 

Trans Commercial? 

A, They were supposed to have been. Mr. 
Tramiel and Baron Rheden-Rheden -- this is a new 
nane we have introduced. He also was a director 
and President of L.B.H. Management Company and 
Myr. Wirth was also a director of L.B.H. 
Managemen> Company, and Rheden-Rheden for 

a short period of time actually ran the hote, 
from, I think it was March at the time, March 
of 1965 till June of 1965. 


oh Q For wnat period of time did L.B.H, 


Management Limited manage the business of the 


hotel? 


A Actually, they managed it up to the 


time of Atlantic's R ceivership. 


When d1d the period Of management 


| ahs Q. 


start? 
I think it was March lst of 1965, 


A. tel nas stated that Asgocilateg 


Mr. Tram 


246 Q- a 50% interest 1n that 


canadian Holdings have 
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COmpany. Are you aware of this? 


se In what? 
24 
: a. In L.B.H. Management? 
+ Pz ? 
Where is the $138,000.00 then 
ate Q. loan from 


This was shown as part of @ 


ited? 
Trans Commercial to L.B.H. Management Lim 


ere 
A, In Associated. I don't know wher 


u 
he put 4t. A. thought was he was puting uP 


Page an 
the money himsels? but I had no knowledge 


am really los: on this $188,000.00. The 
Clarkson Company can give us the information. 

2h9 Q. The books of ee indicate on May 
3rd 1965 $36,425.00 was recorded as a loan to 
L.B.H. Management Limited but in fact the money 
was paid to Baronet Associates Inc. who, in 
turn, paid the money to L.B.H. Management 
Company. Are you familiar with this transaction? 
A. Tam familtar with the $86,000.00. 


I don't know how it arrived at the hotel but 


I do know that was an assignment Of accounts 


eivable You see there is two--. 
rec Ge 


| May 31st, 1965 there was another entry 
250 Qe 


t of Trans Commerciay 
oks of accoun 
in the bo 


joan of an additional $100,000.00 
ga 


howLn 
; gement Limited? 


to LeBeHe Mane 


A. the manager Of the 
te as 
gnrovgn He panzer 
joan ¥: 
notel. ypnorl2¢ any Of those loangs 
aut! 
pid you 


251 Q. 
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: ose 
I did not authorize any of 7 


nS but I was aware of tne fact they ¥ 


Le 
being yabl2 ° 


made to discount accounts recel 
tha hotel, 


252 
Q. You were aware Trans Comme reLal 


was loanin= money to L.B.H. Management? 


A. I tiwught it was Bironet pecause it 


Was American. 


253 Q. ed Canadian 


You ware aware that Associat 
Holdings had a 50% interest? 
A. I was under the opinion that Mr. 
Tramiel had it himself personally had 
$100, 000.00 Canadian. 

254 Q. Yes it was? 
A. Initially, just to clarify the record, 
toitially when the company was formed I put 
up $100,000.00 and Mr. Tramiel gave a personal 
cheque for the $100,000.00 to put into the 


company therefore I was Of the Opinion that 


Mr Tramiel had put in this money Personally, 


T was unaware tae money had come from Ass0ciateg, 


H gave a personal cheque for it. I Subsequent 
2 


fa) 


gave my © 
n, bhe advertis 


heque for $25, 000. 00 American but Z 


ing campaign. 
mea 

ynen was 1,.BeH. Management Liniteg 
255 = 


App poxt 


any under what Jurisdictions 


red? 
mately March lst, Or maybe the 


A. 
end Of Feprua 
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I ald not authoriza any of 10 


lo re 
{A8 but I owag Qware of tie fact they ss 


being yabLl?2 of 


made to discount accounts recel 


tha hotel, 
ce Q, 


You were aware Trans Comme reLal 


Was loanin« money to L.B.H. Management ? 


t 
a I tought 1+ was Boronet because 1 


z 
253 Q. You wore aware that Associated Canadian 


Holdings had a 50% interest? 
A. I was under the opinion that Mr. 
Tramiel had it himself personally had 
$100, 000.00 Canadian. 

254 Q. Yes it was? 
A. Initially, just to clarify the record, 
initially when the company was formed I put 
up $100,000.00 and Mr. Tramiel gave a personal 
gheque for the $100,000.00 to put into the 
company therefore I was Of the Opinion that 


Mr. Tramiel had put in this money personally, 


IT was unaware tne money had come from Associateg, 


gave & personal cheque for it. I aibeagaeas 
He 
my cheque for $25,000.00 American but y 
gave : 
the advertising campaign. 
mean, 

When was L.BeHe Management Limiteg 


sorporate 
gncorp , proximately March lat, Or maybe the 
Pp 
yuary 1965: 
sow wader what Jurisdictions 


A. 
ang of Feb 


po you & 
od A Qe 


SPecin chon morcal! 
TORONTO 
A. Nogsau. 
ac Q. That cOmpany was incorporated? 
as Nassau-- The Clarkson Companys 
think, have a fuller information on this: 
as a. Did you control the operations pee 
e Ompany ? 
A. I didn't control it. Mr. nheden-Rneden 
Was the President on the spot manager of the 
thing. All I gid was put up my money. 
259 Q. Mr. Tramiel has given us quite an 


explanation concerning his connection with 
L.B.H. Management Limited, and the Lucayan 
Beach Hotel. To summarize his information, he 
has stated that at Christmas time 1964, he 
took a vacation to Freeport as a private 
citizen and he was there for ten days and he 
poked around to see what the situation was 
{nvolving the Hotel because he knew you were 
interested in it. 

Did you have any discussions with Mr, 
1 concerning the Operation of the Lucayan 


Tramie 


Beach Hotel prior to the incorporation of 


L.B.H. Managemen 
Quite a number of meetings with Mr, 


t Limited? 


A. 
tel and we discussed the weaknesses of the 
Tram 
ty for having a stron 
the necessi g 
Hotel and 


. un it and he told me that 
¢ company r 
managemen 


$ nis connec 
y over there interesteg in 


tions in Europe -. the 
y 
¢na 
he felt 


ould set omen? 
¢ 
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ght 


ror 
eagon i 
MANAGING tho hotel and this was tne © 


re) and 
bringing Rhedan-Rheden into the picture 


get 2 company 


‘ting the thing organized so that th 
on 
mes 


i 
W0ever wag running it at that particular : 


Were in oup Opinion, not doing the job 
COmpetently. 
oe a. Why couldn't the owners of the 
hotel run the hotel business? 
A, The owners of the hotel were Mr. 
Alan Mannes and his brother and wat they don't 
know about the hotel business would fill a book. 
The Clarkson Comoany are running it now. I 


\ 


think they have the right idea now, a fellow 
from Nassau. 

261 Q. Did L.B.H. Management Liaited pay 
a year's rent in advance to the hotel? 


Ay They did. 


262 Q. For what purpose? What did the hotel 


do with this money? 


A It used the money to pay its account 


with Dalite Corporation. 


poes L.B.H. Management Company have 
263 Q- 


any asset 
during tne pe 


g other than the payables Of the 


riod 1t operated the hote, 
notel 


pusiness? 
Any assets ous 


A. 
assets Of L.B.eHe consisted of the 
- $he 
nad - 


yr than -- no, it just 


saved and accounts receivable 
he - 


g% 


Mie | py Wid 


| 
Alby ay Fearing! " 


' HULL Ay 


ijparanad 


PAT) 


MT 4, 
PAM nd inn fie ihe pe eum be 


hy IT) tt rune 


NAY nd Lhe pathy “aM 


{ 
sbtey Val tain ‘Heli polin, 


a 
q. pn 
It you have any deadlines wh be Rash 


PHOLoueyy Garporat don’ 


A, Wid Lb hinged 
eae wt Yan 
A, Yon, 
wit, Q. dn whet wapagtiy Od you have Lone 


Ges ly ripea 

A. Walt, the Meat tistanie Ragan Was 
ANA LOMeN Of Prantar PLnaniea Garpgeratien whiak 
WAH One OF Atlentiols gubaldtacled, and durLag 
LHe gaueng OF naveral yoarts nAmOgtALion, quite 
no owonniderabde Loan waa Wut up with Raean 
Pholouapy. LL abartead out initially under 

the Auparvintan and jurhadiublen or My, O'NaLii, 


pha bien Wrens ler at Pranier and at the PraBent 


Lima, tiara WAN A HUA LMAG Lal AMONG 9647 


unmatharied aa Par ab Haver LH aonserned, 


an Athanthay OF rane Vommardial books, 


@ fhe nouks gr aucoinh nihaabe thag 
ab ‘ 
" yearn Gemmerta Lad Aagepvariee Lowned money te 
pagan phobousp 
gn bnONe joann? 

wien & 406 iu bebe With Ragan, 
A, f aula d My, Vvantel whe 


os ely 
4 poate WLne 
an yh ban apy yunkrienis FO SANE ® Leek 
4, ihe . 


eT el 
ai 


y Gorperahieon Dbimiied. Were yey 


tivoLved 


nae 
at xaoan 
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or 
Organin nother 


Qtlon 1n Canada and to sec W 


. : £'1er 
NOG Lt would e1t into thetr orbit and we 


tho oth 


re was any way we could mut ally serve D 
Companies ang Mr. Tramiel went off and investi ee" 
ted the Racan situation and I believe fOr & 
Short pertog of time, they entered into 4 
management contract to run Racan, and as Racan 
wag Consistently short of money, I was told by 
Mr. “olfrey that Racan discounted their 
accounts receivable with Trans Commercial 
Acceptance, 
263 Q. Mr. Tramiel, in his examinatlon page 
120, was asked, 
"It appears in the books of the company 
4% was also borrowing from Trans 
Commere1al1?" 
That 1g in reference to Racan Photocopy Corporation, 
Limited. The answer to that was, 
"that could be. I would like to say 
again, when we came in as managers, 
that Mr. Morgan has recommended that 
Lt ghould be porrowed from a company, 
mrans commercial, Or something elge 


put agalns personally, I don't know 


which company 4% 
ns Commercial, if it ia in 


was, but 1f you Bay 


4t was Tre 
deouay tt 18 in the books," 
he 

. Rac an porrowed money 
ecommend al 
ou r 
pid ¥ tel? 


muanit comme re 


97 
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A, jel that 
I recommenjed to Mr. Tram 


oney 
{f it was necessary for Racan to borrow ’ 


n 
©n the accounts receivable, if he felt, * 


Ais Judgment that this money was requireds 
t 

T woulg see that whatever company "¢ put 7 

through, received the neassary stuff from 


Commodore, 


26 
9 Q. Why wouldn't you havo loaned tne 


money directly to Racan? Why wouldn't you 
arrange for Commodore Sales Acceptance to 
loan the money directly to Racan? 
A. Subsequently we did take it on when 
Mr. Tramiel and Racan had a falling out and 
we did advance money on the assignment of their 
receivables. 

270 Q. But av the time the money was being 
loaned by Trans Commercial, why did you prefer 
the money be loaned by Trans Commercial rather 


than money be loaned by Commodore Salas Accepta. @ 


he Again, I wanted to have Mr. Tramiel 

control the accounts rec@ivable, not Mr.Wolfrey | 
o71 G ae ee 

I thought if they were in the dry 


opy business, and were famillar with the trade, 
c 


recenbhay woul: de’ a DADRNA a 


Tne books of account of Trans Commerc, 


272 Q. cape transaction involving 
tndicate vm” 

It appes 

p11, 792-09 was loaned by 


rg that on August 4th, 
d. 
Ss. J. Goul 


a 
ies Se 
% 1 


1964 an amoun 


PETER 


ss 


SPECIAL ExmenuSh monGAl 
TORONTO 
Machines 


Trang Comme re tal to Commodgore Business 


ed 
“nd at the samo time $11,792.00 was porrow 


n ‘ 26 
‘rom S.J, Gould. Further, Baronet Aggoc iat 


Tne. loaned $11,792.00 to 8.J. Gould OP July 


31st, 1964. Do you know Mr. S.J. Gould? 


A, IT have met Mr. Gould, yes. 


Mr. Gould -- Z gon't know whether he actually 
Worked for Mr, Tramiel but he was out doing 4 
Lot of foot work in an acquisition way to try 
and acquire a company called R.C. Allen Business 
Machines out in Michigan -- I think it was in 
Michigan -- ov Midwestern United States and 
there were a number of meetings which I attended 
and also Mr. Gregory as directors of Commodore 
where Mr. Tramiel was actively pursuing the 
acquisition of this corporation and I have hag 

a number of mestings, and I know Mr. Gould. 

He lives in New York City and as far as the 


loaning, of moncy to §.J. Gould and the borratng 


pack of money on account of those two corpora. 
ac 


‘ones 2 nad no dealings with the advances to 
tLONB » ° 


hing about the transactio 
I knew nothing 
Mr. Gould. 


ompletely something that 
4 they are Cc 
at all an 


e by Mr. qpyamiel himself. 


nad been don 


BAIRD: 1 think that's all. 
MR. : 
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